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NATIONAL POLICY AND ISSUES 


CHEW YUN'S VIEWS ON ECONOMIC RESTRUCTURING STUDIED 


—- 2 Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 8, 20 Aug 84 
pp 3-9 


[Article by Wang Mengkui [3769 1125 1145]: “The Harbinger of the Restruc- 
turing of Economic Systems in China--Reading ‘Selected Works of Chen Yun' 
(1949-1956)"--written in July 1984] 


{Text] The restructuring of economic systems carried out since the 3d 
Plenary Session of the llth CPC Central Committee produced successes that 
have attracted worldwide attention. It is still going on and developing 
in depth. That this social change occurred and developed is by no means 
coincidental. From the recently published “Selected Works of Chen Yun" 
(1949-1956), we can see the historical developments of the formation of 
socialist economic systems in our country, as well as the profound socio- 
historical causes of the need to reform. It also gives us an opportunity 
to study many of Comrade Chen Yun's important expositions on the restruc- 
turing of existing systems. This is no doubt of great help to understanding 
and pushing forward the current reforms. 


I 


In the historical period between 1949 and 1956, as reflected in this volume 
of the “Selected Works of Chen Yun," three major "campsigns" were carried 
out on the economic front in addition to the confiscation and transforma- 
tion of bureaucrat-capitalist enterprises, the completion of the land reform 
in the newly liberated areas, and the launching of the "three-anti" and 
“five-anti" movements. These “campaigns” were: 1) The unification of 
financial and economic management and the stabilization of commodity prices; 
2) the introduction of planned purchases and marketing by the state; and 

3) the socialist transformation of individual farming, individual handi- 
craft industry, and capitalist industry and commerce. During this period, 
we aiso successfully completed the First 5-Year Plan for economic con- 
struction. In this historical period, Comrade Chen Yun was entrusted by 
the party Central Committee with taking charge of the country's financial 
and economic affairs and directing the transformation of the private 
industrial and commercial enterprises. This volume reflects, from several 
major aspects other than the transformation of agriculture mentioned in the 
three "campaigns," the strug;sle carried out by the people of the whole 








country under the leadership cf the party, as well as its basic experience. 
It also shows Comrade Chen Yun's outstanding contributions. 


Our socialist transformation of the private ownership of the means of pro- 
duction succeeded because it was carried out in a way that conformed with 
our country's characteristics. In a big country like ours with a popula- 
tion of several hundred million, effecting such a complicated, difficult, 
and profound social change in a relatively smcoth way, and establishing the 
socialist system, was a great historic victory. Speaking of the socialist 
transformation of private industry and commerce in June 1956, Comrade Chen 
Yun said: “The change of ownership of enterprises from private to socialist 
had appeared elsewhere in the world a long time ago, but never had it been 
done in such a peaceful way as this, making the whole country's industrial 
and commercial circles accept the change with such great delight. What we 
ought to say is: Our country has won a great victory in the socialist 
transformation of private industry, commerce, handicraft industry, and 
transportation. This is a victory for socialism. It is a victory that 
will lead our country and nation to prosperity, strength, and happiness." 
("Speech at the Third Plenary Session of the First NPC," "Selected Works of 
Chen Yun" (1949-1956), People's Publishing House, 1984, pp 307-308. Here- 
after only page numbers will be given.) This conclusion conformed to the 
actual situation. The economic systems at that time were products of the 
specific social and economic conditions then. They played an important and 
positive role in pushing forward the socialist transformation and the 
development of the productive forces. 


However, readers of this volume will discover, quite shockingly, that as 
early as the mid-1950's when the socialist economic systems were taking 
shape in our country and we were still celebrating our great victory in 
the socialist transformation, Comrade Chen Yun had already sharply pointed 
out to us the defects of these economic systems and explicitly called for 
their restructuring. There are profound reasons for this seemirgly incom- 
prehensible state of affairs. 


First, there were defects and errors in the work of socialist transforma- 
tion. The socialist transformation of the private ownership of the means 
of production no doubt reflected the inevitability of history, and was a 
success on the whole. But a widespread and swift change of such profundity, 
with no previous experience to go by, could hardly be free from defects 

and errors. In fact, since the summer of 1955, problems such as being too 
impatient for success, too sloppy in work, too swift in effecting changes, 
and simplistic and rigid in the ways of doing things, had cropped up. 
Comrade Chen Yun called our attention to this problem at the end of 1954. 
He said: "The restriction and transformation of private industry and 
commerce often move faster than they should. If so, they should be 
readjusted." (p 266) At the seme time, he also pointed out: "Better to 
slow down the pace of the cooperative transformation of handicraft industry 
to keep the country in order. Things will go wrong if we are too hasty." 
(p 270) It was at first intended that the socialist transformation of 
private industry and commerce would be carried on by groups and by stages 
on the basis of trades and professions over a fairly long period of time. 








However, in the upsurge of the joint state-private operation of complete 
lines of trade, errors of blind centralization and blind merging wer= made. 
"In those days of celebration, factories, handicraft workshops, and shops 
were merged in many places. Some of the mergers should not have taken 
place; some, although they were warranted, were carried out on too large 

a scale. In short, it was overdone and the unified profit and loss 
accounting units were made too big." (p 316) 


Comrade Chen Yun pointed out: “Another problem arising from the socialist 
transformation of private industry, commerce, and handicraft industry was 
that existing ties between supply and marketing ard ties of coordination 
in the industrial and commercial fields were arbitrarily cut off." (p 316) 
The reason for this was that the work of the socialist transformation of 
industry, handicraft industry, commerce, and transportation was uncertaken 
by the administrative departments in various fields. Although this kind 
of division of work was necessary, it was not closely coordinated. Besides, 
specific tasks could have been better divided. Teke industry for example. 
In the past, there were close business ties between big and small enter- 
prises within the same trade. Later, enterprises employing more than four 
persons were put under the charge of industrial departments for carrying 
out transformation, and those employing less than three were left to the 
handicraft departments. Because these two administrative departments often 
set their own pace, the economic ties between enterprises were cut off. In 
the commercial field, some shops used to have permanent processing workshops 
or factories of their own. When transformation was carried out, these 
shops were subject to the commercial department and the workshops or fac- 
tories which processed their commodities were handled by the handicraft or 
industrial departments. Meanwhile, some of these workshops or factories 
were merged. In this way, economic ties formed over the years were broken. 
This kind of management system based on administrative department, admin- 
istrative region, or administrative level, which severed the internal links 
of the social economy, was obviously not conducive to economic development. 


Second, after the completion of the socialist transformation of capitalist 
industry and commerce, measures adopted in the past to restrict capitalist 
industry and commerce became outdated and had to be changed. Chief among 
these measures were: 1) The state commercial departments placed orders 
with private industrial enterprises for processing materials or supplying 
manufactured goods, and carried out unified purchases and exclusive 
marketing. This cut the supply of raw materials to factories off from the 
marketing of products. 2) The practice of assigned purchases of gouds was 
implemented from top to bottom, under which retail units could only 
replenish thei: stecks locally and were not allowed to go to other areas 
for stocks. Tho task of placing orders with factories chiefly rested on 
a few state wholesale companies, and shops at the grassroots level were 
not allowed to order airectly from factories according to consumer needs. 
3) Big, medium-sized, and small cities and market towns all had their own 
methods of market management and were too rigid in their measures. For 
example, in respect of prices, it was specified that capitalists were not 
allowed to make purchases above the list price or to sell below the list 
price. The purchasing of farm and sideline products was in fact monopolized 








by local supply and marketing cooperatives and state commercial units. 
There were no cther purchasing units to compete with them. Comrade Chen Yun 
pointed out in July 1956: "These measures all came from the policy of 
utilization, restriction, and transformation toward private industry and 
commerce. This policy had been implemented well and had produced good 
results. Without this policy and these measures, there would have been 

no occasion to celebrate the commencement of joint state-private opera- 
tions. However, looking over them again now, did these measures not pro- 
duce some negative effects? We must say they did." (pp 330-331) These 
effects were: Since the state took over the task of placing orders with 
private enterprises for processing materials or supplying manufactured 
goods, and practiced unified purchase and exclusive marketing, the quality 
of products generally dropped. There were fewer varieties and specifica- 
tions of industrial goods, and products were often not suited to market 
needs. Market controls were too rigid. These negative effects were 
inevitably under the economic systems at that time. This shows that the 
above-mentioned measures had their shortcomings even in those days. They 
became unnecessary after the transformation of private industry and com- 
merce. If they were not reformed, they would be bound to present an 
obstacle to economic development. 


Comraie Chen Yun once said: “According to the materialist viewpoint, there 
is always a reason for something taking shape." (p 25) The economic manage- 
ment system at that time suited the need to restrict private capitalist 
industry and commerce, and proved effective in practice. This necessity 

and effectiveness to some extent covered up its defects, and misled people 
into thinking that this method was perfect, even into believing that this 
was the only socialist way. From some very small clues, Comrade Chen Yun 
noticed the defects of the economic systems with his very sharp eyes. This 
shows Marxist insight and sagacity. 


Il 


Based on his sober understanding and realistic analysis of the defects 
that were found in the economic systems at that time, Comrade Chen Yun 
proposed a number of reforms. The main points are summed up as tollows: 


First, it was necessary to change the purchase and sale relationship between 
industrial and cowmercial enterprises, and overcome the defects of unified 
purchase and exclusive marketing. Commercial departments placing orders 
with industrial departments for processing materials or supplying manufac- 
tured goods, and undertaking to perform the task of unified purchase and 
exclusive marketing was a measure adopted fcr the purpose of utilizing, 
restricting, and transforming capitalist industry and commerce. Comrade 
Chen Yun considered this to be "a special method for the management of 
production under specific historical conditions, but this can only be taken 
as a transitional and makeshift measure.” (p 321) Under the method of 
placing orders with factories for processing goods, the factories were not 
in a position to purchase raw materials according to production and market 
needs. This inevitably reduced the varieties of commodities and narrowed 
sales. Because the finished products were purchased and marketed exclu- 
sively by the state, the factories did not care so much about the quality 








of products as they did when they marketed their goods themselves. Thus, 
Comrade Chen Yun advocated that “instead of letting commercial departments 
run joint state-private enterprises by placing orders for processed goods 
and exclusively purchasing and marketing the finished products, industrial 
departments should be allowed to organize specialized companies to manage 
production and marketing for these enterprises." (p 321) Purchases of 
factory products by commercial departments should take three forms. The 
first form relates to the purchase in bulk of commodities needed by the 
people, such as piece goods. "These kinds of commodities, though few in 
number, come in great quantities. They account for a major part of the 
output value of all commodities, and are relatively simple as far as 
designs and varieties are concerned.” (p 322) Commodities of this nature 
should continue to be purchased and marketed exclusively by the state. 

The second form ref.rs to the free sales and purchases of factory products 
by commercial departments on the basis of quality and market needs. The 
proportion of these commodities in the total value of commodities is quite 
small, but their varieties are very complicated. The third form concerns 
commodities left over after free sales and purchases by commercial depart- * 
ments. Factories may commission the commercial departments to market these 
goods on their behalf, or sell the goods themselves. "When commercial 
departments are commissioned to do the marketing work, they should be paid 
a fairly low but competitive handling fee." (p 322) 


Factories purchasing raw materials and selling the finished products and 
commercial departments making selective purchases is a normal method for 
industrial production. This is also how a nvurmal relationship between 
industry and commerce should be. Free sales and purchases will no doubt 
bring great pressure to bear on the backward factories. But, after all, 
we are not supposed to protect the backward at the expense of the 
advanced. Comrade Chen Yun said: "Those backward factories which refuse 
to work hard at improving production and cannot stand up on their own 
after being given help time and again should be eliminated and reorgenized. 
This kind of elimination and reorganization is beneficial to the state and 
the people." (p 324) As far as the commercial departments are concerned, 
it is only by taking away their monopoly that they can truly improve their 
work. The method of free sales and purchases is actually a revival, upon 
a new socialist economic foundation, of the method used before the winter 
of 1953. This method was not put into practice after that year. In 
revising the «ticle entitled “Overcome the Defects of Unified Purchase 
and Exclusive Marketing” (his speech at the Third Plenary Session of the 
First NPC), he explained that the method of free sales and purchases of 
sundry goods for everyday use proposed in that speech was just a tentative 
idea and had not been put into practice because there was an insufficient 
supply of commodities at that time. Now, with an ample supply of commodi- 
ties, consumers have more to choose from. This makes it possible to grad- 
ually introduce free sales and purchases of some commodities. 


Second, it was necessary to relax market control. Comrade Chen Yun advo- 
cated that free sales and purchases should be practiced not only between 
industrial and commercial departments but also between commercial organiza- 
tions at different levels. This called for the relaxation of market control. 








He pointed out: “At present, control is too rigid from big cities down 

to the small market towns. The relaxation of control will produce little 
harm but will do us a lot of good.” (p 333) The relaxation of market con- 
trol essentially means a break from the former method of restricting capi- 
talist industry and commerce. This covers two main aspects. With respect 
to the flow of commodities between town and country, state commerce should 
no longer enjoy sole handling rights. "Our villages are scattered. Our 
country is so large. Our mode of production is dispersed small production, 
and materials are scattered between households. it will not work if ve 
leave the flow of commodities between town and country all to our trading 
companies. This will do harm to the peasants.” (p 94) With respect to 
business exchanges between different levels within state commercial 
enterprises and supply and marketing cooperatives and between regions, 
assigned purchases from top to bottom should be changed to free sales and 
purchases practiced from bottom to top. "With the exception of some much 
sought after items and commodities in great demand, which must be dis- 
tributed in a planned way by the state wholesale centers, other commodities 
should be open to free sales and purchases by state stores, supply and 
marketing cooperatives, cooperative stores, cooperative groups, and traders 
of various localities from the lowest level upward." (p 323) In this way, 
the phenomena of goods not meeting market needs and mixing inferivur con- 
modities with good ones can be avoided. Moreover, without the restriction 
of administrative divisions, roundabout transport can also be avoided. 


To some extent, the practice of free trade promotion and free sales and 
purchases a3 discussed above actually means breaking down the barriers 
between regions. Comrade Chen Yun emphatical y pointed out: "No place 
should adopt the method of putting up blockades against others. They must 
not prevent goods produced elsewhere from entering, or stop local commer- 
cial organizations from making purchases outside. Commodities produced 
anywhere in the country should be permitted to seek sales outlets in other 
places.” (p 324) Ours is a country where commodity production is not well 
developed. Breaking down regional barriers will help create a fine social 
environment and push forward the transformation of a self-supporting or 
semi-self-supporting economy into a commodity economy. This is a necessary 
condition for the socialization and modernization of China's economy. 


Third, it was necessary to rectify blind centralization and blind merging, 
and carry out separate production and separate management. Comrade Chen 
Yun held that the merging of factories and shops in the course of develop- 
ing joint state-private operations was uncalled-for and unreasonable. 
Blind centralization and blind merging in the repairing trades caused the 
masses much inconvenience. The business hours of small retailers were 
shortened after the mergers. The quality of their services also declined. 
Comrade Chen Yun pointed out that one of the reasons for this kind of blind 
centralization and blind merging was the “belief that centralization is 
superior and that going it alone is inferior and can hardly lead to 
socialism.” (p 297) That the relations of production must be suited to the 
conditions of the productive forces is, actually, a universal law governing 
the development of human society according to the Marxist viewpvint. It is 
not only useless, but harmful, to talk about "superior" or "inferior" 











relations of production without reference to the conditions of the produc- 
tive forces. It is precisely from this basic concept that Comrade Chen Yun 
opposed blind centralization and blind merging and advocated separate pro- 

duction and separate management. He also held that those units that were 

rg merged should be “separated and changed back to the way they were." 
p 297) 


Comrade Chen Yun said: "When looking at socialist society, I see that for 
a long period of time to come, we will still need the shops run by husband- 
and-wife teams. This is because the masses still want to buy small sundry 
items and sauces and condiments, and still want to eat flatbread, fried 
dough sticks, won ton, and stuffed dumplings." (p 305) "For a long time 

to come, most of the small traders and peddlers will still be indispensable. 
Without them, the market will be lifeless and the people will find it 
inconvenient. As I see it, small traders and peddlers are also a source of 
wealth." (p 336) Workers in the handicraft trades and small traders and 
peddlers should be allowed to operate independently for a long time to come. 
They should be allowed to work separately and assume sole responsibility 

for their profits and losses. They should not be centralized or merged. 
Neither should they be issued fixed wages. "If they apply to join coopera- 
tives, we should merely go through the motions of registering their names." 
(p 294) Comrade Chen Yun also thought about organizing the small traders 
and peddlers into cooperative groups that operate separately and assume 
sole responsibility for their own profits and losses, and allowing them to 
receive agency fees in the form of piece wages from state commercial organi- 
zations and supply and marketing cooperatives, so that they could gradually 
become a component part of socialist commerce. 


In essence, what Comrade Chen Yun advocated was to retain an appropriate 
amount of individual economy in the spheres of production and circulation. 
This is obviously suited to the level of social productivity in our country 
at the present stage. 


Fourth, it was necessary to fully utilize the economic levers. Comrade Chen 
Yun set great store by the application of economic levers in economic 
readjustments. He said: We are “working for economy, not ‘political 
economy.'" (p 131) This volume contains many passages on the application 

of economic levers. Here are some major ones: 


On opposing the supply system and practicing the economic accounting system. 
The practice of the supply system during the revolutionary war years was in 
accord with the actual situation at that time. It also proved effective. 
But, in the period of socialist construction, the supply system had already 
become something backward, an obstacle to the development of the productive 
forces. Comrade Chen Yun pointed out: "In the past, we practiced the 
‘supply system’ rather than the system of economic accounting in our 
economic work. This must be changed now. In the past, we were fighting 
and were not in a position to talk about economic accounting. Now we are 
running factories, so we must oppose the supply system idea." (p 132) Our 
economic systems are in many ways influenced by the supply system. In 
essence, our efforts to eliminate the practices of "everybody eating from 








the same big pot" and the “iron rice bowl" are aimed at eliminating the 
influence of the supply system. Only when this sort of influence has been 
eliminated can our economic systems be perfected. 


On giving full scope to the regulatory role of pricing. Comrade Chen Yun 
held that "the pricing policy is very important and must be studied and 
grasped with care." (p 18) The policy of stabilizing prices shortly after 
liberation was a correct one. It played an important role in stopping 
inflation and in restoring and developing the national economy. However, 
if the stabilization of prices is oversimplified to mean “unifying prices" 
or "freezing prices," it will not be possible to bring into play the regu- 
latory role of pricing. This will not be conducive to economic development. 
Comrade Chen Yun said: "Our past efforts to stabilize prices were a huge 
success, but we carried the work a bit too far. We could not raise the 
price of good commodities, nor couid we lower the price of inferior com- 
modities. This must be charged now." (p 299) He advocated that a policy 
of setting high prices for goods of good quality be adopted and that 
profits be used as an incentive to stimulate factories to improve quality, 
increase varieties, and produce brand-name products. He said pricing 
should be made use of to regulate agricultural production. By this, he 
meant that agricultural production must be adapted to the requirements of 
the state plans through appropriately fixing the price parities between 
industrial and agricultural products and between different agricultural 
products. He also advocated that prices be allowed to float within cer- 
tain limits, that is, “to fluctuate within the range approved by the 
state." (p 325) With the practice of free sales and purchases and with 
factories being allowed to market their own goods, this kind of floating 
is unavoidable and will prove beneficial. 


On giving full scope to the role of banking. Comrade Chen Yun advocated 
that “banks should change their complicated and mechanical methods in con- 
nection with cash control, loans, and settlement, and adopt those flexible 
methods of payment originally used in banking in our country." (p 323) The 
complicated and mechanical methods mentioned here refer to those regula- 
tions enforced during the periods of economic recovery and socialist 
transformation, which specified that "money earmarked for one purpose 
cannot be used for another purpose" and that money remitted to one place 
cannot be used in another place. Changing these methods will help invigo- 
rate the economy. 


On paying attention to economic information. "Be ready at all times to 
notify the whole country which industrial departments are overproducing 
for the time being or have reached the point of saturation, so that people 
will know what to do and what not to do. This will reduce the danger of 
engaging in things blindly." (p 104) This: -thod of managing industrial 
production by economic means was put forward . » Comrade Chen Yun in 1950. 
In modernized economy, it appears that information has an even more impor- 
tant part to play as the lever in the state's planned leadership over the 


whole economy. 








On establishing a system of rewards and punishments. Comrade Chen Yun 
advocated that we must not only enforce a reward and punishment system among 
the production workers, but must also "issue bonuses to people engaged in 
the designing of commodities, such as engineers in factories and designers 
in fashion shops." (p 299) At that time, a shoe store in Shanghai offered 
5 fen to the designer for every pair of shoes sold. If 10,000 pairs were 
sold each year, he could get up to 500 yuan in bonus. Comrade Chen Yun 
affirmed this method of reward. He said: "This method is very good. It 
can give encouragement. The reward system should be instituted for other 
commodities." (p 299) In addition, he also advocated that the state should 
give awards for outstanding varieties and quality. 


On analytically assimilating capitalist management experience. Capitalist 
management experience has a dual nature. As a means to obtaining surplus 
value, it is something we should not assimilate. On the other hand, it 
reflects the objective requirements of socialized large-scale production, 
which is something we can and should assimilate. Comrade Chen Yun pointed 
out: "A considerable part of the production techniques and management 
experience of the capitalists is good. We must preserve this good pert as 
national legacy." (p 333) "What is reasonable not only should be allowed 
te continue functioning in joint state-private enterprises, but should be 
fully utilized in state enterprises." (p 312) We may draw lessons from 
this in improving the management of the socialist economy. 


The above shows that during the upsurge of socialist transformation between 
the end of 1955 and mid-1956, Comrade Chen Yun had extensively probed into 
the problems of our socialist economic systems and put forward many incisive 
views and correct proposals. We notice that the last entry in this volume, 
entitled "Make Use of Capitalists and Their Representatives," was a speech 
delivered on 21 July 1956. After 2 months, on 20 September, Comrade Chen 
Yun delivered an important speech entitled "New Problems After the Comple- 
tion of Socialist Transformation" at the Eighth NPC. If we compare this 
speech with the last few articles in this volume concerning the restructur- 
ing of economic systems, it is not difficult to see that many points of 
argument were more precisely put and that many new reform measures were 
added to make the speech more comprehensive. In that speech, Comrade Chen 
Yun presented us with this general conception for our socialist economic 
systems: 


"Our socialist economy will be like this: In the management of industry 
and commerce, state operation and collective operation will constitute the 
main body, but a given number of individual operations will be included. 
This type of individual operations will supplement state and collective 
operations. As regards production and planning, the bulk of the country's 
industrial and agricultural products is produced according to plan, but 
some of the products are produced freely within the limits specified by 

the state plan according to market changes. Planned production constitutes 
the main body of industrial and agricultural production, and free production 
based on market changes within limits specified by the state plan is a 
supplement to planned production. Thus, China's market is definitely not 

a capitalist free market. It is a socialist unified market. In the 








socialist unified market, the state market constitutes the main body, but 
attached to it is a free market which is under state leadership to a certain 
extent. This kind of free market under the leadership of the state is a 
supplement to the state market. Thus, it is a component part of the 
socialist unified market." 


Comrade Chen Yun's propositions concerning the restructuring of economic 
systems in the mid-1950's were among the earliest attempts to establish 
socialist economic systems suited to China's conditions, and the above 
conception was the first relatively comprehensive general conception for 
China's socialist economic systems. The fact that they were put forward 
at a time when China's socialist economic systems were just being estab- 
lished, or were even in the process of formation, makes them all the 
more invaluable. This is why this article is entitled "The Harbinger of 
the Restructuring of Economic Systems in China." 


Iil 


After nearly 30 years, we still feel a certain degree of familiarity as we 
read again today Comrade Chen Yun's expositions on the restructuring of 
economic systems written in the mid-1950's. This is not only because they 
are of great historic value, but more importantly, because they are of 
immediate significance to the ongoing reforms. 


Socialism does not have a fixed pattern. Our task is to create, in 
accordance with the objective requirements of the growth of social produc- 
tivity, specific forms suited to the conditions of the productive forces 
and favorable to the continuously developing relations of production at 
various stages. In this sense, we regard socialist society as a constantly 
changing and reforming society. As mentioned earlier, the socialist trans- 
formation of the private ownership of the means of production in our coun- 
try succeeded because it was a unique creation suited to China's national 
conditions. After the establishment of the socialist system, the CPC con- 
tinues to lead the people of the whole country in exploring the road ahead. 
Comrade Mao Zedong was the advocate and untiring practitioner of this kind 
of exploration. In April 1956, Comrade Mao Zedong delivered the famous 
speech entitled "On the Ten Major Relationships." On the basis of extensive 
investigations and study, he put forward the task of exploring a road of 
socialist construction suited to China's conditions. He also raised, in 
connection wita economic system, the important issue of the correct 
handling of relationships between the state, the units of production, and 
the producers, between the central and the local authorities, and so on. 

In the article "On the Correct Handling of Contradictions Among the 
People," Comrade Mao Zedong creatively put forward the argument of basic 
contradictions in socialist society. He also proposed the need to search 
step by step for a concrete form more suited to the socialist relations of 
production and to continuously study and explore concrete policies. Today, 
we may still recall that in those days, inner-party democratic life was 
relatively healthy, the masses were roused to high enthusiasm by the 
victories in democratic revolution, socialist revolution, and socialist 
construction, and the whole nation was fired with the spirit of courageous 
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exploration and hard struggle. In revising this volume, Comrade Chen Yun 
said: In the period between 1949 and 1956, I was able to fully expound 
many of my viewpoints because I was allowed a free hand in my work. I came 
up with new ideas because I encounteri:d problems. If I had not encountered 
problems, I would not have come up with new ideas. These words of Comrade 
Chen Yun not only illustrate through his personal experience the basic view- 
point of the materialist theory of knowledge that true knowledge comes from 
practice. They also reflect the fine atmosphere in the political life of 
the party and the state at that time. If we read through all the documents 
of the Eighth NPC, including the verbal and written speeches delivered by 
more than 100 delegates, we also strongly feel the fine political atmos- 
phere and courageous spirit of exploration at that time. We get the 
impression that the people then were really “allowed a free hand in work" 
as Comrade Chen Yun said. It is completely justifiable to say that had it 
not been for this, the miraculous achievements made in those years would 
have been impossible. Likewise, we have reasons to say that had this 
situation been maintained, our country's economy would definitely have been 
much better than it actually was in the 20 years following. 


The unfortunate thing is, "leftist" mistakes were made soon after this. In 
the political field, the mounting cries of “class struggle" stifled inner- 
party democracy and the people's democracy and resulted in utmost confusion. 
In respect of guidance for economic work, our impatience for success in 
construction, our criticism of “opposition to adventurist advance," and the 
"Great Leap Forward" of 1958 all inflicted heavy losses on economic 
development. In respect of the relations of production, the blind pursuit 
of anything “large in size and publicly owned in nature" led us onto a 
narrowing path. During the "Cultural Revolution,” in particular, the 
relations of production became more and more unsuited to the conditions 

of the productive forces. This seriously impaired the growth of the pro- 
ductive forces. Thus, when the decade of turmoil was over and the 3d Plenary 
Session of the llth CPC Central Committee decided to shift the focus of 

work of the whole party and nation to socialist modernization, the reform 
of the relations of production and the superstructure that no longer suited 
the requirements of the development of the productive forces became an 
important task before us. People realize from their experience over the 
last 30 years that it is impossible to smoothly achieve socialist moderni- 
zation without carrying out reform. 


Time is moving forward and history is developing. Since the 3d Plenary 
Session of the llth CPC Central Committee, important breakthroughs sur- 
passing the tentative plans of Comrade Chen Yun in the mid-1950's have been 
made in connection with the restructuring of economic systems both in 
theory and in practice. This shows social progress. Thus, in the current 
restructuring of economic systems, we must not rigidly adhere to these 
tentative plans. Instead, we must pay attention to studying new conditions 
and solving new problems so as to establish economic systems suited to the 
present conditions in China. Besides, Comrade Chen Yun has aiso further 
developed his ideas. It is not the aim of this article to study the 
breakthroughs made in the restructuring of economic systems in recent years 
of the developments of Comrade Chen Yun's ideas. I only wish to point out 
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here that many of the defects of the economic systems pinpointed by Comrade 
Chen Yun in the mid-1950's can still be found today, and this is why we 
still find that his analyses have pinpointed the current ills. Many of the 
reform measures still have not been put into practice, and this is why we 
still find his propositions suited to current needs. In this volume, 
Comrade Chen Yun demonstrated a realistic spirit of “not going py the book 
or by the wishes of the superior, but by the actual situation," and a work 
style of paying attention to investigation and study and of being thorough- 
going and meticulous. This is what we should uphold when we are carrying 
out the restructuring of economic systems and other work. I think that 
this is where the practical significance of this volume of “Selected Works 
of Chen Yun" in the current restructuring of economic systems lies. 


CsO: 4006/777 
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NATIONAL POLICY AND ISSUES 


}SW SYSTEM OF PLANNED ECONOMY DISCUSSED 


H&i70551 Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 8, 20 Aug 84 


pp 9-12 


[Article by Wang Zhuo [3769 3620] of Guangdong Provincial Structural Reform 
Oftice: "Macroeconomic Control, Administration of Trades and Professions, 
and Microeconomic Relaxation--Probe Into the Pattern of the System of 
Planned Economy"--written in May 1984; passages within slantlines published 
in boldface] 


[Text] Recently, the State Council has decided to streamline our government 
organizations, transfer power downward, invigorate our enterprises and 
enliven circulation. This decision reflects the urgent demand of our euater- 
prises for relaxation of restrictions. I hold that the key to transferring 
power downward is to streamline our government organizations. Only by 
streamlining our government organizations will we be able to transfer power 
downward to lower levels and only by streamlining the administration of our 
econcmy will we be able to transfer the power of economic management and 
administration to lower levels. However, whether or not we will be able 

to streamline ihe administration of our economy is determined by the ques- 
tion of what pattern of economic system will be implemented in our country. 


During the past few years, we have scored marked achievements in our coun- 
try's economic structural reform. However, the economic structural reform 
in our urban areas has encountered many difficulties and made slow progress. 
The cause for this is that, as yet, most of our reforms have been micro- 
economic structural reforms while we have not yet carried out any macro- 
economic structural reforms. Therefore, our economic structural reform 
has not touched the pattern of the system as a whole which we copied from 
the Soviet Union in the 1950's and which is characterized by “excessive 
red tape at the upper levels, rigidity at the lower levels, and confusion 
at the middle levels." Red tape at the uxper levels means that there are 
unnecessary and overelaborate formalities in the economic administration 
of the government organizations; rigidity at the lower levels means that 
our enterprises are fettered by too rigid a set of regulations; and confu- 
sion at the middle levels means that the administration of trades and 
professions is in chaos and thus becomes a weak link. This is a pattern 
of the system of planned economy characterized by product production. 

This pattern of system has two evils: 1) It stifles the vitality of our 
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enterprises, fetters the initiative of all sectors, and gives rise to low 
microeconomic efficiency and economic results. 2) It cannot control macro- 
economy or maintain a harmonious balance in our national economy. As soon 
as there is a dislocation in our national economy, we will be forced to 
close down some enterprises and make readjustments and thus cause serious 
waste of labor and material resources. This causes macroeconomic ineffi- 
ciency and poor results. 


In order to reform the pattern of this system of planned economy charac- 
terized by product production, we should first bring order out of chaos in 
our guiding thoughts and eliminate the impact of “ieftist" ideology. To be 
more concrete, there are the following two requirements: 1) We should not 
apply to the stage of socialism the planned economy of the stage of com- 
munism which is characterized by product production. 2) Under the precondi- 
tion of implementing a planned economy characterized by commodity produc- 
tion, we should proceed from the reality in our country and look for a 
pattern of economic system that is suited to our country's national condi- 
tions. Here, I am going to give a few opinions on looking for the pattern 
of the system of China's planned economy. 


/1. Macrocontrol./ The key issue is what is the target of macrocontrol? 
From the point of view of macrocontrol, the basic characteristic of the 
former pattern of our system of planned economy characterized by product 
production is the controlling of the balance of products and is not the 
controlling of the balance of value. The use value of our products varies 
in hundreds of thousands of ways and there is no common measurement for it. 
In order to exercise a macrocontrol to strike a balance of products, we 
should control the variety and quantities of the products produced by our 
enterprises with the central planning organization assigning, through the 
method of dividing up targets, production quotas level by level downward to 
enterprises. In order to control the products produced by our enterprises, 
we have to control the supply of raw materials and the sales of products in 
our enterprises. As a result, there is an unavoidable trend of expansion 
of the scope of our mandatory plans. At the same time, since we control the 
supply, production, and sales of our enterprises, we should also control 
their power over the management of labor, financial, and materials resources. 
This kind of macrocontrol that is aimed at controlling the balance of 
products, is, in fact, a micro instead of a macrocontrol. The major signal 
of the failure in macrocontrol is the imbalance between the general supply 
and demand of the society. Now, the Soviet Union assigns planned produc- 
tion targets for 20 million kinds of products and this results in people 
queueing up for beer and tissue paper. From this, we can see that the 
pattern of the system of planned economy in which production is carrying 
out in order to fulfill planned targets cannot solve the problem related 

to the marketability of the products of our enterprises. 


Why should we carry out reforms? The aim of reform is to switch the 
pattern of our planned economic system characterized by product production 
into the pattern of planned economic system characterized by commodity 
production and correspondingly switch macrocontrol which is aimed at 
controlling balance of products into macrocontrol aimed at controlling the 
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balance of value. Only by so doing can we actually achieve the aim of 
macroeconomic control and microeconomic relaxation. Otherwise, if we 
stick to the pattern of planned economic system characterized by product 
production and always persist in regarding the balance of products as our 
aim and distribution of products as our means, first, we will not be able 
to streamline our administration and transfer power downwa:d, second, we 
will not be able to enliven our microeconomy, and third, it will be impos- 
sible for us to control our macroeconomy. This is a historical lesson 
that has been drawn from the practice at home and abroad over the past 

few decades in implementing the pattern of planned economic system charac- 
terized by product production. 


Controlling the balance of value means the control of the balance between 
total social demand and supply. There are two ways to control the balance 
between total social supply and demand: 


1. We should control the balance in distributing our national income, i.e., 
the balance between financial revenue and expenditure, the balance of credit 
and the balance of foreign payments. The key is to control the scale of our 
capital construction and make it fit our national strength. We should 
neither use the method of incurring financial deficits nor the method of 
inflation to expand our capital construction nor restrict the practice of 
organizations at various levels raising funds by themselves or acquiring 
funds by credit for their capital construction and technological transfor- 
mation. In the past, while we complained loudly about our shortage of 
funds, we forcefully controlled the employment of funds and forced large 
amounts of funds to lie idle. This was a serious waste. This method of 
making funds lie idle is incompatible with our socialist planned economic 
system. I think that we should enforce a macrocontrol over capital con- 
struction, which is not focused on controlling the scale of capital con- 
struction investment, but on the direction of the investment in order to 
restrict investment in the production of unmarketable products and 

encourage investment in the production of marketable products and thus 

avoid dislocation between supply and demand, the irrational layout of our 
industry, and unnecessary duplication in our capital construction. 


2. We should control the appropriate proportion in our structure of 
industries (and the product mix derived from this structure). The method 
for this is to control the industrial sectors that produce unmarketable 
products and develop the production sectors that produce marketable 
products. We have two methods for doing this: 1) The state controls in 
its hands a certain amount of capital construction finds and spends the 
funds in developing the sectors that produce marketable products and in 
developing rising industries. 2) We should use the strength of economic 
levers, adopt a policy of levying heavy taxes on unmarketable products to 
make them unprofitable and levying light taxes on marketable products to 
make them profitable. We can also readjust the difference between the 
prices of products and thus raise the profit rate of our marketable 
products. It is foolish to rely only on the investme:t of the state and 
fail to use the strength of our economic levers. This will inevitably slow 
down the effect of the readjustment of our structure of industry. 
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On what principle should we control the structure of our industry? I think 
that we should readjust the structure of our industry and its product mix 
in accordance with the principle of striking a balance between the supply 
and demand of commodities in the scope of our whole society and thus ensure 
the balance between supply and demand of commodities and strive to make our 
market a buyer market of appropriate degree. As a principle, we should 
conscientiously create conditions to gradually abolish the system of allo- 
cating products, no matter wheiner they are means of production or means of 
consumption. We will thus implement an integrated system of commodity 
circulation. Rolled steel is in short supply in our country, but there is 
a large stock of it in our storerooms. What is the reason for this? An 
important reason is because units at each level store it in a large number 
of warehouses and thus cause lots of it to lie idle. In the future, we 
shall only allow the methods of planned supply to be used for specific 
products the supply of which is restricted by resources and import and 
cannot meet social demand. 


Means of production should also be regarded as commodities and circulated 
as such. Regarding the materials and goods that are needed by our war 
industry or key capital construction projects--in a situation where there 
is a shortage of supply, we can implement a transitional method--whereby 
the state planning organization issues plans of supply and purchase orders 
to both the suppliers and purchasers and allows the suppliers and pur- 
chasers to sign contracts of supply directly between themselves and to 
regard the mandatory targets as yardsticks to check their work. However, 
the prices must be rational. Adjustments must be made if they are 
irrational. 


All means of consumption must be regarded as commodities and be circulated 
as such. We should aboJish the division of the tiers of three grades of 
commercial wholesale stations, reform the methods of the exercising of a 
state monopoly over purchases and sales, and implement a commodity circula- 
tion system that allows goods to be sold and purchased freely and allows 
buyers to directly approach sellers. We should open up the gates of our 
cities, open up our markets, protect rational competition, oppose monopoly, 
and develop trade centers, wholesale markets, and trade warehouses. People 
from anywhere in the country or any units, private or public, are allowed 
to purchase and sell in these markets as long as they are issued with 
business certificates. Enterprises are allowed to carry out transtrade 

and transregional business. 


/2. Management of trade and professions./ Another evil of the pattern of 
planned economic system characterized by product production is the confu- 
sion at middle levels--the confusion in the management of trades and pro- 
fessions. The responsible departments of all trades and professions are 
willing to scramble for the status of “bosses” of the enterprises, but are 
not willing to be the heads of the entire trades and professions. As a 
result, the management of trades and professions is weak and everywhere 
there is the practice of duplicated production and construction, which 
causes serious waste in our society. These kinds of trade and professional 
departments which are characterized by the subordinate relations of the 
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enterprises under them have in fact divided up our socialist public owner- 
ship and turned it into departmental ownership and have substituted the 
planned management that is under the leadership of many heads charac- 
terized by division between departments for the centralized planned 
management based on unified national economy. As a result, it is impossible 
for our economic plans to strike an actual integrated balance. 


The fundamental measure in streamlining the administration and transferring 
power downward is to separate government administration from enterprise 
management and overcome the malpractice of substituting government admin- 
istration for enterprise management. However, the state must strengthen 
its management over trades and professions and let the departments at 
various levels that are in charge of various trades and professions perform 
the function of administering trades and professions. In the future, the 
responsible department of a trade should be the leader of the whole trade 
and should not be the boss of a few enterprises under it. The task for 

a responsible department of a trade is: To be responsible for drawing up 
the plans for the trade, for coordinating inside the trade, for the layout 
of the enterprises of the trade, for the technological policies and develop- 
ment and the technical standards and targets of the trade. In the future, 
none of the responsible departments of any trade will manage the enter- 
prises under them. They will not assign production or financial targets 

to the enterprises nor interfere in the allocation of investment or the 
transference of materials and goods in the enterprises. National enter- 
prises that need to be directly administered by the central authorities 
should set up national companies and thus be turned into entities of 
enterprise management. As a principle, local enterprises are administered 
by cities. Only by so doing can we overcome the division between depart- 
ments caused by the administration of the responsible departments of trades 
in our cities and thus enable our cities to organize, in a unified manner, 
their production and circulation, to switch a decentralized planned munage- 
ment into a centralized planned management and to thus give play to the 
integrated economic and technological capacity of our cities. This is an 
indispensable condition for giving play to our cities’ role as economic 
centers. 


/3. Microeconomic relaxation./ A basic task in streamlining administration 
and transferring power downward is to invigorate our enterprises and enliven 
our microeconomy. The key to the solution of the problem related to the 

invigoration of our enterprises lies in the following three reform measures: 


1. Our enterprises are only entities of management. All our state-run 
enterprises are administered by state enterprise bureaus, which are mainly 
in charge of the registry of the enterprises so that these enterprises are 
allowed to operate. They are in charge of controlling the assets of our 
enterprises so that nobody can misappropriate the assets. They are in 
charge of forcing the enterprises to perform their duties in paying taxes 
to the state. They are in charge of protecting the legitimate rights and 
interests of our enterprises and of preventing any encroachment on then. 
They are also in charge of the appointment and dismissal of principal 
responsible persons of the enterprises. The state enterprise bureaus do 


17 








not administer the supply, production and sales, or the finance and tech- 
nology of the enterprises. Collective enterprises are administered by 
collective enterprise bureaus. 


2. We should relax control over the supply, production, and sales of our 
enterprises. The decisionmaking power related te production and management 
should be exercised by the enterprises independently. Our enterprises 
should be relatively independent commodity producers as well as management 
entities that shoulder sole responsibility for their profits and losses. 
Our enterprises should regard as their targets the marketability of their 
products in deciding what to produce and how much to produce. For a small 
variety of products, the state exercises the control of mandatory plans 

and issues supply and purchase order plans to our enterprises. These 
enterprises have the duty to accept these plans issued by the state planning 
organizations and to sign between them contracts of supply and purchases at 
rational prices and on the principle of equality and mutual benefits. When 
they have carried out the contracts, they will have fulfilled the state 
plans. This kind of mandatory plan is related to commodity circulation, 
supply and demand in the market, and the law of value. It differs from 
mandatory plans in the past that were linked with the distribution of 
products and took no account of commodity circulation, supply and demand 

in the market, or the role of the law of value. 


3. We should reform the method of controlling the distribution in our 
enterprises. The state controls a major part, i.e., the part of the work 
to ensure that enterprises pay taxes and fulfill the financial task of 
profit delivery that they have undertaken by contracts. It administers a 
line, that is, it fixes a proportion for the enterprises’ production 
development funds in their retained profits. It relaxes one aspect of the 
work, that is, it gives up its control over the part of the enterprises’ 
retaired profits for the distribution among staff and workers and allows 
the staff and workers to have the power to distribute this part of profits. 


Will an anarchical situation of production emerge when a large portion of 
the supply, production, and sales activities of our enterprises are regu- 
lated by market mechanism? 


The key is what kind of market mechanism is governing the activities of our 
enterprises. In this area, we should draw a strict demarcation line between 
the different nature of the regulation of the market mechanism in a market 
economy and that in a planned economy. 


The regulation of the market mechanism in a market economy means that 
changes in supply and demand in our market will spontaneously regulate our 
enterprises’ production. There are two tiers in the regulation of the 
market mechanism of our planned economy: The first tier is the mandatory 
plans which play a decisive role, readjusting the structure of the capacity 
of and demands in our market. The mandatory plans mentioned here are 
related to the targets of value which include financial and credit targets 
and targets related to the balance of foreign payments, the investment in 
our capital construction projects, the distribution of wages and so forth. 
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The second tier is the market mechanism which regulates production of our 
enterprises and the circulation of their products. This kind of regulation 
of the market mechanism is restricted by our planned readjustment and plays 
its role in carrying on and furthering the regulation of cur plans. The 
regulation of the market mechanism is a form of regulation subordinate to 
our planned economy. 


I hold that under the following two prerequisites, we should relax our 
restriction on the supply, production, and sales of our enterprises: 


The first prerequisite is to have "a cage" to contro. the motion of our 
macroeconomy; the second is to have an "electric wattled wall," to restrict 
the microeconomic activities in order to keep the activities of our enter- 
prises within the orbit of macrocontrol. What we call a “cage” is pre- 
cisely the above-mentioned macrocontrol. The so-called “electric wattled 
wall" is precisely our various kinds of economic levers such as taxation, 
prices, interest, financial subsidies and so forth. These kinds of economic 
levers control the activities of our enterprises as effectively as an 
“electric wattled wall." 


Concerning the problem of founding a Chinese pattern of economic structure, 
there is an idea which advocates founding our plans on the basis of the law 
of value. This idea was put forth by Comrade Sun Yefang. However, the 
law of value which Comrade Sun Yefang mentioned, had its specific meaning-- 
the law of value governing product production. This kind of law of value 
is different from what we have generally called the law of value governing 
commodity production. I do not agree with the idea which holds that our 
planning should be founded on the basis of the iaw of value governing 
product production. I think that from the point of view of our macro- 
economy, we cannot say that our planning is founded on the basis of the 

law of value; from the viewpoint of macroeconomy exercising regulation 
over microeconomy, we cannot help but bring into full play the role of the 
law of value, which plays its regulatory role in the process of reproduc- 
tion in individual enterprises. From the point of view of macrocontrol 

or from the point of view of the operation of our economy as a whole, the 
objective basis of planned economy is the law of planned development. 
Negating this point of view precisely means negating the theoretical basis 
of our planned economy. However, the difference between the planned 
economy characterized by commodity production and the planned economy 
characterized by product production, lies precisely in the fact that in 
exercising macrocontrol we must regard controlling the balance of value 

as the core. At the same time, the state must give play to the role of 

law of value both in the planned readjustment of our microeconomy and in 
the regulation of the market mechanism. Negating this point of view is 
precisely negating the socialist commodity production. This will lead to 
a continuance in following the old path and pattern of planned economy 
characterized by product production. The problem related to the law of 
planned development of our socialist commodity production and to the law 
of value, is a complicated theoretical problem. As our space is limited, 
it will not be discussed here. 


CSO: 4006/777 
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NATIONAL POLICY AND ISSUES 


SOLVING PROBLEMS OF EQUILIBRIUM, INCENTIVE DISCUSSED 


HK180233 Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 8, 20 Aug 84 
pp 17-19 


[Article by Yang Jisheng [2700 4949 4939]: "Equilibrium and Incentive"] 


[Text] The most ideal goal for reform of economic system should be that 
following the reform, the system will be in a position to solve the problems 
of equilibrium aid incentive. 


Equilibrium means that in the process of socialized production with social 
divisica of work and coordination as the prerequisites, the various depart- 
ments of the national economy will be able to develop in proportion. This 
means that light industry, heavy industry, the raw materials industry, the 
processing industry, and so on will each have their own objective propor- 
tion. Tens of thousands of social products are closely related to each 
other and therefore each is produced in a certain quantity. Without 
equilibrium it is impossible to guarantee normal social reproduction. 


According to the Marxist theory of reproduction, we can divide equilibrium 
into macroequilibrium and microequilibriun. he equilibrium of supply and 
demand among various products is called microequilibrium. Macroequilibriunm 
refers to the following two formulas: gross demand on consumer goods equals 
gross output of the products of the second category; and gross demand on the 
means of production equals gross output of the products of the first cate- 


gory. 
Microequilibrium and macroequilibrium are realized by different means. 


The so-called incentive means to spur the initiative of direct producers 
and management staff on various levels and create concitions to enable 
them to fully display their advantages. Without incentive there would be 
no motivating force to develop the economy. 


Equilibrium is realized through natural equilibrium, artificial equi- 
librium, and the combination of these two forms. Natural equilibrium 
means regulation of the proportion of various products through the spon- 
taneous role of the law of value. It has the following automatic regula- 
tion system: surplus products - price decreases - shrinking production 
expanded production - price increase ~- product shortage. 
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Artificial equilibrium is divided into inflexible equilibrium and flexible 
equilibrium. Inflexible equilibrium means to resort to mandatory planning 
or administrative interference and consciously regulate proportion on the 
basis of the understanding of objective proportion. Flexible equilibrium 
means to consciously resort to such economic levers as price, tax, and 
credit to support or control the production of certain products or depart- 
ments. At present a combination of natural and artificial equilibrium is 
used in most cases. 


Macroequilibrium cannot be realized through natural equilibrium. This is 
because macroequilibrium is not a change in the structure of demand, but 
whether the distribution of wages and profits accords with the production 
of the products of the two categories. That is why macrodisequilibrium is 
inevitable in capitalist society. On the other hand, it is very difficult 
to realize microequilibrium through artificial equilibrium. That is why it 
is necessary in most cases to allow natural equilibrium by resorting to 
pricing mechanisms. 


Incentive includes material incentive and spiritual incentive. Material 
incentive mainly means to spark people's initiative and creativity by 
resorting to differences in economic income. For individuals, this means 
to truly implement the principle of distribution according to work. For 
enterprises, this means that they will develop or be eliminated on the 
basis of their business operations. Spiritual incentive means to encourage 
people's creativity and initiative by resorting to beliefs, honor, a sense 
of success, and a sense of responsibility. Both material incentive and 
spiritual incentive must be used simultaneously but with different emphasis 
under different conditions. No matter what form of incentive is introduced, 
it is imperative to free direct producers and management staff on various 
levels from restrictions so that they will have the right to fulfill their 
tasks and create conditions to display their advantages. 


Since the emergence of socialization in production, under any social system 
it is necessary to simultaneously solve the questions of equilibrium and 
incentive before the economy is able to develop healthily. Any lopsided 
view in their regard will cause disastrous results. Free capitalism resorts 
to the whip of the law of value to spark people's initiative. But because 
of the lack of total equilibrium, capitalism cannot but finally achieve 
equilibrium through cyclical economic crises. The centralized socialist 
economy pays attention to planning, stresses the importance of macro- 
equilibrium (in fact, there is also no way to achieve equilibrium and 
therefore the economy has to be frequently readjusted), while incentive on 
a smaller scale is often neglected. As a result, the initiative of direct 
producers and management staff at various levels has been restricted, 
efficiency is low, goods and materials face serious shortages, and the 
national economy is stagnant. 


If the national economy is likened to a boat, incentive can be likened to 
the motive power of this boat and equilibrium represents its stability. 
With low motive power, the boat can only sail at a slow speed, and if the 
stability is not good, the boat will rock or even capsize. 
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The economic reform in China that began in 1958 often wavers between 
equilibrium and incentive. This is because sometimes we have stressed the 
importance of equilibrium, have centralized all power, and have not paid 
attention to incentive; consequently we have hampered the initiative of 
direct producers and the management staff at various levels. But at other 
times, we have paid attention to incentive, handed down all powers to lower 
levels, and neglected equilibrium; as a result, we have lost macroscopic 
control. Consequently, on a number of occasions we have experienced the 
cycles of "rigidity after unified control, complaints after rigidity, open- 
ness after complaints, chaos after openness, and openness followed by 
control." 


Historical experiences have taught us that no reform plan is ideal unless 
measures are taken to simultaneously solve the issues of equilibrium and 
incentive during the implementation of the plan. If the plan is carried 
out without solving the questions of equilibrium and incentive, the reform 
will follow a tortuous path and the national economy will suffer. 


Let us first of all take the reform of enterprises as an example. Suppose 
there is a steel enterprise that is mainly producing steel ingots. The main 
task of this enterprise is then providing steel rolling plants with its 
products. Under the condition in which the price system has not been 
reformed, the profit of steel is higher than that of steel ingots. If this 
enterprise wants to guarantee the growth of its profit, it will spare no 
effort to develop its own steel rolling capacity in a big way and sell the 
steel made from their own ingots that previously had been sold. To look at 
it from one point of view, the profit of this enterprise will grow by a big 
margin, it will have more retention, it will be able to provide more bonuses, 
and this move will be in the interests of promoting incentive. But to look 
at it from an overall view, this practice will damage equilibrium. This is 
because under the situation in which the capacity for rolling steel in 
China is higher than the capacity for smelting steel, this disequilibrium 
will be aggravated when this enterprise develops rolling capacity. As this 
enterprise has "eaten" the ingots it produced, many rolling steel plants 
will have no materials to process. To put it more seriously, this enter- 
prise is guaranteeing partial incentive at the expense of total equilibriun. 


Take bonus ceilings as another example. Bonus ceilings are not scientific 
and will damage incentive. But can we just simply abolish ceilings? No. 
If a ceiling is to be abolished, measures must be taken to guarantee 
equilibrium. These measures must resolve the following three questions: 
First, handling well the relations between enterprises and the state so 

as to guarantee that enterprises will not rely on the state and to guaran- 
tee that financial revenues will increase in a stable manner. Second, 
handling well the relations among enterprises and resolving the uneven 
profits and losses of enterprises that are caused by objective factors 
such as prices, resource conditions, and technological equipment. Third, 
controlling consumption funds so that the volume of the gross demand on 
consumer goods will equal the gross output of the products of the second 
category. Chaotic situations will occur if we do not resolve these ques- 
tions of macroequilibrium and just simply abolish bonus ceilings. The 
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method for solving these questions includes first implementing the second 
phase of the substitution of taxation for profit delivery and solving the 
relations between the state and enterprises and among enterprises them- 
selves through the plan for the types of taxes and tax rates. Second, 
implementing taxation on the accumulation of overquota bonuses; the bonuses 
that have surpassed the designated quota must be levied with taxes, with 
higher overquota bonuses paying higher interest rates. With this method, 
the total consumption fund amount will be maintained and will not be topped. 


Similar problems exist in any item of econoxic reform such as the reform of 
wages, prices, or the foreign trade system. In carrying out any of this 
reform, it is also imperative to work out the plan for simultaneously 
solving the issues of equilibrium and incentive. 


Equilibrium and incentive will contradict each other under certain condi- 
tions. Therefore, some comrades have said that it is impossible to maintain 
both of them and difficult to design a plan that is in a position to solve 
both of them. That is not fact. The comrades who are responsible for 
engineering design know that in engineering designs there are a number of 
goals that contradict each other, and yet in certain projects they can 
finally be unified. For example, in designing a machine it is hoped that 
the machine will be thicker because then the strength of this machine will 
be improved. But to consider from the point of saving metals and trans- 
portation fees, it is better to make a lighter machine. In considering the 
machine itself, it is hoped to use the best materials, but to look at it 
from the point of cost, it is better to use inexpensive materials. But a 
design can handle well all these contradictions as long as scientific 
theory and practice have created a number of methods for solving contradic- 
tions. Of course, the design of the plan for economic reform is much more 
complicated than engineering design. But contradictions can be resolved. 
Essentially, the contradictions between equilibrium and incentive represent 
the contradictions between the interests of a sector and the interests of 
the whole. Under the premise of socialist public ownership, the contradic- 
tions between these two aspects can be resolved. This is because the 
interests of enterprises and individuals basically accord with state inter- 
ests. In addition, we can resort to economic levers to make the economic 
actions that are beneficial or harmful microscopically become beneficial 

or harmful to enterprises and individuals. Im the economic sector, a 
number of means can be used to attain the goal of both equilibrium and 
incentive. For example, the production of the commodities that are in 
short supply can be encouraged by increasing prices. When measures are 
taken to decrease prices, the production of excessive commodities will be 
compelled to slow down. Taxation and credit can be used to simultaneously 
guarantee equilibrium and incentive. The problem lies in using them well. 





Now let us return to economic reform. I was of the opinion in the past 
that macroreform can only be carried out following the completion of over- 
all design and the implementation of the design. (See "Theory, Blueprints, 
Experiments, and Conditions," JINGJI YANJIU, No 4, 1982.) This view is 
logical. But practice over the past few years has shown that this view 
is hardly practical. This is because overail design is the most difficult 
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for reform «nd because the reform of the economic system has the natvre of a 
study and there is no ready mode to learn from. In addition, in working out 
an overall aesign we cannot but follow a certain pattern. In such a big 
country as China, it is very difficult to unify understanding without the 
help of practice. Before understanding is unified, it will be very diffi- 
cult to work out the overall design. 


The successes of rural reform have liberated us from the quagmire of design 
"blueprints." A few years ago when the production and work responsibility 
system began to be implemented in rural areas, people considered this move 
to be an expedient measure to solve the problem of feeding people in poor 
areas. But following the deepening of this reform in practice, the "mode" 
of agriculture in China has become increasingly clear. This mode includes 
scattered undertakings by peasant households under the premise of the public 
ownership of the means of production, such as land, commodity production 
under the condition of the division of work among specialized departments, 
big agricultural systems with diversified economy and over#ll development, 
and the formation of new rural and urban relations under which peasants 
have undertaken nonagricultural production in rural areas. This "mode" 
was not preplanned. It has been totally created through the experiences 

of the hundreds of thousands of peasants, which have been accumulated in 
practice. The experiences of agricultural reform once again proved that 
socialism does not have a single ready mode. It needs new things that are 
created and gradually perfected by tens of millions of people in practice. 


Of course, the reform in urban areas will be more complicated than that in 
rural areas because urban economy is at a higher stage of socialization. 
Therefore, unlike in rural areas, the reform in urban areas must be carried 
out according to plans. Before an overall design is worked out, it is 
necessary to carry out practice on the basis of a definite general goal, 
and the practice itself must also be restricted. What is the general goal 
of reform? It has been mentioned above that the new management system 
following reform must be able to simultaneously solve the questions of 
equilibrium and incentive, and this is the goal of reform. This new 
management system has very strong motivating power to mobilize the initia- 
tive of direct producers and management staff at various levels. At the 
same time, it is also very stable for guaranteeing that the various depart- 
ments of the national economy will be able to develop proportionately. The 
reform will not lose its orientation when it is aimed at achieving 
equilibrium and sparking incentive. 





What is the restriction on the practice of reform? It is equilibrium and 
incentive. If we liken reform to the train that is in motion, equilibrium 
and incentive can be likened to the tracks. The train will be able to run 
safely when its wheels are on the tracks. As mentioned above, in no way 
can we do nothing and just wait for the blueprints of the overall design 
and the "implementation" of these blueprints. We must carry out work step 
by step when we are sure of it. When we are not sure, we must carry out 
experiments. What does it mean to be "sure"? It means that reform must 
be able to display the role of equilibrium and incentive. 
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The “Government Work Report" adopted by the Second Plenary Session of the 
Sixth NPC proposed a series of measures for reform in a move to promote 
reform to a new stage. This meeting has worked out the measures for vari- 
ous reforms, and consequently it has broken away from the principle of 
“everybody eating from the same big pot." These measures must be imple- 
mented simultaneously. This decision means considering both equilibrium 
and incentive. This complete reform method has done away with the attitude 
of waiting for "blueprints," but it will guarantee that reform will be 
carried out with the aim of achieving equilibrium and sparking incentive. 
Therefore, compared with the previous reforms, the present reform no doubt 
represents a breakthrough. 


CSO: 4006/777 
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[Article by Wang Lemei [3769 2867 2734] and Wei Xiaoou [1414 2556 7743] of 
the System Reform Office of the State Economic Commission: "On the Admin- 
istration of the Trades and Professions" ] 


[Text] With the in-depth introduction of the reform of the economic admin- 
istration system, the readjustment and rectification of the trades and 
professions, and the strengthening of their administration, has become an 
important part of the reform of the industrial administration system. But 
it remains necessary to carry out further analysis and exploration of such 
theoretical and practical questions as what the administration of trades 
and professions consists of, why it should be strengthened, and how to 
carry it out. This article seeks only to put forward a few exploratory 
opinions. 


I 


The industrial administration system in China has always consisted of 
enterprise administration by departments and provinces, municipalities 

and regions organized administratively. During the 30 or so years since 
the founding of the country, though there have been three relatively large 
changes, they have consisted only of separation or amalgamation of depart- 
ments, concentration or dispersal of enterprises, or changes in the system 
of jurisdiction over enterprises; that is, they have never touched on the 
barriers between departments and regions. In terms of the jurisdiction 
relations of enterprises, they may be divided roughly into three categories: 
First, those enterprises directly under the jurisdiction of the central 
authorities, and led directly by the central department concerned, with 

the party organization of each enterprise being managed by the local party 
committee; second, local enterprises, led respectively by the offices of 
the local governments, and at the same time being subject to professional 
guidance from the competent department at the upper level; third, a consid- 
erable number of large- and medium-scale enterprises, with a lot of 
"managers" and chaotic administration which are nominally under local 
jurisdiction but in fact are administered directly by the central department 
concerned in terms of basic planning, technological transformation, supply 
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of goods and materials, and commodity distribution, while the locality 
manages only personnel, output value, and profits. The main method of the 
industrial authorities in organizing and managing production is to use 
administrative methods to lead production directly, and to deal with daily 
affairs. 


These administrative methods have historically played a positive role, but 
due to the fact that the various trades and professions have lacked an over- 
all plan, no departmental system of guidance or supervision has been formed, 
and from the point of view of enhancing economic results and promoting 
technological advance, its drawbacks are becoming increasingly evident. 


1. Enterprises of the same trade are managed by different departments, 
making them too dispersed and not unified enough. The machine manufacturing 
industry, for example, is split up into two systems, the military and the 
civilian, while the civilian system is split into 5 levels and 38 lines. 
The 5 levels are the central authorities, and the provincial (or municipal 
or regional), district (or city), county, and production team level; the 38 
lines consist of 13 industrial and transport bureaus, 3 direct jurisdiction 
bureaus, 6 industrial corporations, and 16 other departments, consisting of 
commerce, goods and materials, agriculture, fishery and animal husbandry, 
geology and mining, urban construction and environmental protection, earth- 
quakes, meteorology, oceans and seas, trade, culture, education, hygiene, 
broadcasting and television, Overseas Chinese, civil government, public 
security, and so on. This is the same for each separate region. 


2. The administrative scope of each administrative department is too narrow, 
and there is no way of maintaining overall administration of an entire trade 
or profession. Looking at the whole of industry, the State Industry Bureau 
basically only manages the part owned by the whole people, not the collec- 
tive; and in terms of industry owned by the whole people, the majority of 
the industrial departments at all levels only manage enterprises directly 
under their control; in terms of the commodity management of enterprises of 
the same trade, the departments concerned only manage the commodities pro- 
duced by their own departments. This narrow management scope creates many 
production problems which are in urgent need of solution but which it is 
impossible to solve, and the overall situation in each industry is even more 
chaotic. 


3. The mode of administration of trades and professions is too extensive. 
Due to the fact that enterprises of the same trade are managed by various 
departments in a dispersed manner, serving the horizontal links between the 
enterprises, each department tries hard to develop its own enterprises first, 
thereby creating an acute problem of being "big and complete" or "small but 
complete." The administrative departments are unable to exercise prompt, 
effective guidance over the professional work of their own enterprises, 
while misunderstandings often occur in terms of macropolicies. 


4. The competent departments are too rigid in their administration of the 
enterprises under their jurisdiction. The use of administrative methods to 
carry out highly centralized management makes it difficult for enterprises 
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of the same trade to establish the necessary contacts, and, due to the fact 
that the production of a certain enterprise is carried out purely to fulfill 
the needs of the department to which i- is subordinate, this damages the 
extension of socialization, while the structure of the trade concerned is 
unable to readjust according to needs--meaning that it lacks the necessary 
elasticity. 


The present departmental administrative system has served the organic rela- 
tions within trades, and prevents the further development of the social 
forces of production. First, there are unified policies concerning such 
aspects as the necessary technological transformation, raw materials supplies 
and so on, so as to maintain a balance between socialized reproduction all 
over the country. However, under a departmental system of administration, 
enterprises of the same trade can only decide upon their own scale of pro- 
duction, product varieties, and quantities according to the needs of their 
own department, rather than being able to regulate their production accord- 
ing to market needs, and this inevitably leads to disproportions in social 
production. Second, the raw materials and production tools used by enter- 
prises of the same industry, along with the technological processes they 
adopt, are basically the same, and therefore the necessary social labor time 
they use is largely comparable. Through the use of a unified economic 
policy, it is possible to appropriately regulate the material interest 
relations between enterprises, so as to fully mobilize the production 
initiative of each enterprise. However, under a departmental ad«inistrative 
system, there are many different industries under each department, with 
consequently limited comparability, and it is therefore difficult to make 
rational adjustments; hence the system hinders the exploitation of produc- 
tion initiative among enterprises. Again, with the development of the 
forces of production, the use of scientific and modernized management 
methods in enterprises is increasingly important, and due to the fact that 
the production processes used in enterprises of the same trade are largely 
similar, there is an urgent need for mutual exchange of experience, techno- 
logical transfer, and the circulation of personnel, so as to promote the 
enhancement of economic results. Under a departmental administrative sys- 
tem, this contact is severed, and the normal scope of activity of enter- 
prises is limited to a tiny sphere; they fail to get effective guidance and 
help, which in turn seriously affects technological progress and the raising 
of production levels. Finally, an important malady of departmental admin- 
istration is that it hinders social division of labor and the development of 
specialization. Under this system, each enterprise is “big and complete" or 
"small but complete," and it is impossible to give play to the advantages 

of production specialization and coordination, which greatly affects the 
enhancement of labor productivity. 


Therefore, the readjustment and rectification of the trades and professions, 
and the strengthening of administration over them, has become an urgent 
problem in need of solution in China, and is gaining more and more wide- 
spread attention. 
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When discussing the question of the planned, proportional development of the 
national economy, one category in the ratios of social reproduction concerns 
the direct research into the ratios between agriculture, light industry, and 
heavy industry. This sort of research is necessary. But with the develop- 
ment of the forces of production, it is also necessary to look at the situa- 
tion from the point of view of the whole of the national economy, and conduct 
in-depth exploration in terms of trades (or production departments) . 


The question of what a trade consists of, and how to categorize sectors, 

is a relatively complex one. A trade is a category divided according to 

the different functions of commodities in the national economy and their 
characteristics in the production process. It is something which develops 
along with the development of social division of labor and specialization 

of production. When discussing workshop handicrafts industry, Marx said: 
“Because commodity production and circulation are the general prerequisites 
of the capitalist mode of production, the division of labor in workshop 
handicrafts industry requires that the division of labor within society has 
reached a certain extent of development. Contrarily, the division of such 
labor can produce a reaction, developing and increasing social division of 
labor. With the division of labor tools, the trades which are involved in 
producing these tools will also divide, and as soon as this workshop handi- 
crafts industry has expanded to this sort of industry, that is, one which 
was previously dominant but which now links up with other industries, and 

is managed by a single producer, the phenomenon of relative independence will 
appear. And once the workshop handicrafts industry production expands to the 
stage of producing a certain commodity, the various production stages of that 
particular product will become independent industries in themselves." 


With the development of the forces of production, social labor is ever more 
finely divided, and new industries form constantly. This is because the 
scale of production expands daily, as does the development of the specializa- 
tion of production, leading to further separation between existing indus- 
tries, such as the division of the machine manufacturing industry into the 
agricultural machine manufacturing industry and the car manufacturing 
industry; while on the other hand, due to scientific and technological 
progress, new technology, new materials, and new commodities constantly 
appear, forming a new lot of industries, such as the chemical fiber 
industry, the plastics industry, the microelectronic industry, and so on. 

At present, some of China's school textbooks explain the concept of a trade 
or industry as “the sum of enterprises of the same category"; this is worth 
discussing. During the initial stages of the development of industrial 
production, the tools and raw materials used in production are relatively 
simple, while the products of each enterprise are relatively monolithic, 
such that the difference lies only in scale, not in essence. Under these 
conditions, it is viable to see an industry or trade as the sum of all 
enterprises of the same category. However, with the development of modern 
science and technology, the extent of comprehensive utilization of resources 
is increasingly high, and the variety of products produced by each enter- 
prise is greater and greater. The same enterprise may use different methods 
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to produce products of completely different use value, making it difficult 
to categorize an enterprise under a certain industry. At the same time, 

due to increased market competition, some foreign enterprises have adopted 
the management policy of “diversification,” introducing a mode of produc- 
tion consisting of less quantity but more variety, such that the enter- 
prise may encompass several or even dozens of different industries or trades. 
This sort of multi-industrial enterprise has also appeared in China. The 
Shoudu Iron and Steel Company, for instance, has invested in and set up a 
high-class restaurant and foodstuffs processing factory, but they are by no 
means independent concerns with legal entity status, but merely accounting 
units under the jurisdiction of the company. Which industry, then, should 
the company be classed under? If we go by the concept that “an industry is 
the sum of all enterprises of the same category,” it should be classed as 
part of the metallurgy industry, which is quite obviously irrational. 
Therefore, the problem of how rationally to categorize different industries 
is one which must first be solved by industrial administration. The cate- 
gorization should be based on the object of labor and the mode of production 
activities, such that agriculture is a trade or sector which uses the 
biological functions of animals and plants to create products through human 
cultivation or husbandry, while industry is a sector which is involved in 
tapping material resources and processing various raw materials. In dif- 
ferent countries, or in different stages of social development, the cate- 
gorization of trades or sectors will not necessarily be the same. At 
present, China uses as its criterion for classification of the use value of 
commodities, raw materials, and the technological processes used in proauc- 
tion. Those sectors categorized according to commodity use value include 
the foodstuffs industry, the construction materials industry, and so on; 
those sectors categorized according to raw materials include the metallurgy 
industry, the plastics processing industry, and so on; while those sectors 
classified according to technological processes include the metals industry, 
the chemical industry, and so on. This type of categorization is able to 
reflect the characteristics of the various sectors, but it does involve 
certain problems. For instance, some enterprises use the same raw materials, 
but produce commodities with widely differing use values; also, some produce 
commodities with similar use values, but use completely different raw mate- 
rials to produce them; and some enterprises use similar technological 
processes, but their products are very different. We need to discuss 
further how to categorize such enterprises. 


One of the aims in categorizing sectors is to carry out administration over 
each sector. What is sector administration? Put simply, sector administra- 
tion consists of administrators carrying out planning, policymaking, 
organizing, guiding, supervisory, and regulating activities over the 
economic activities of a certain sector. Since the creation of mechanized 
industry, with the development of the forces of production and the advance 
to science and technology, more and more demands have been placed on 
economic administration, and sector administration is one such form of 
management. 


l. The coordinated growth of the national economy requires that a rational 
ratio be maintained between the various sectors. In modernized production, 
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the whole of the national economy becomes a single organically linked entity, 
and the maintenance of a rational ratio and balance Letween the various 
sectors is an objective demand of socialized reproduction, and a precondi- 
tion for tae smooth development of the national economy. The development 

of the forces of production must “occur over the whole country according to 
the principle of maintaining or developing the factors most appropriate to 
its own development or that of other production,"2 and “this necessity for 
the distribution of social labor according to a certain ratio cannot possibly 
be eliminated by a certain mode of social iabor."3 To effect the planned 

and proportional development of the national economy, it is impossible to 
maintain a balance in social reproduction without strict and detailed 
planning management on the basis of [word indistinct]. 


2. The development of production specialization makes the economic charac- 
teristics of each enterprise even more different and makes the strengthening 
of sector administration even more important. Over the last few years, pro- 
duction specialization has developed from commodity specialization to spare 
parts specialization, technological specialization, backup specialization, 
construction design specialization, and so on. The degree of specialization 
of each cnterprise in terms of technology, production, and management is 
also becoming higher and higher, and in order to adapt to the needs of the 
development of specialization, it is necessary to exercise management and 
guidance in response to the specific characteristics of each sector. 


3. The speedy development of the socialization of production management 
within sectors requires that an organizational form be suited to the task. 
With the advance of science and technology and the expansion of the scale 
of the market, the administration of enterprises is increasingly complex, 
and in particular the scope of basic management is increasingly broad, 
creating the need for a special organization to undertake these tasks. 
Due to the fact that enterprises in the same sector [words indistinct] is 
bound to develop first within each sector, such that it not only creates 
favorable external conditions for enterprise development, but greatly 
enhances standards of economic management. 


4. The increased function of administration in the national economy turns 
sector management into an important stratum of economic management. The 
various technological and economic policies drawn up by the state, along 
with the use of credit, tax, and other economic levers, must all be based 
on sectors, and only in this way is it possible to smoothly carry out the 
plans for the national economy. 


To sum up the above, sector administration is a necessary requirement 
arising from the development of the forces of production, and constitutes 
a further deepening of the administration of the national economy. The 
strengthening of sector administration is of important significance to 
national economic management. 


1. Sector administration enables us to overcome the malpractices arising 
from overdispersed management, regroups enterprises of the same sector 
according to the objective laws of the development of the forces of 
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production, achieves a certain amount of centralization, and helps to 
accomplish the planned and proportional development of the national economy. 
In the process of the deepening reform of the economic system, the economic 
autonomy of enterprises is constantly expanding, and the enterprises may 
gradually begin to split apart from the governmental authorities to which 
they are subordinate. The function of the market mechanism will become 
ever stronger, and under these conditions, if we are to uphold the planned 
economy, strengthen macroeconomic control, and perfect the administrative 
system of the national economy, it is necessary to strengthen sector 
management, harmonizing production and circulation, and enhancing the 
economic results of the whole society. 


2. Administration by sector enables us to effectively raise the level of 
specialization and management standards of administrative departments, and 
to solve the problems of administrative departments being low in quality, 
inefficient, and too extended in their spheres of management. Administra- 
tive personnel who use modernized management tools and have a high level of 
specialization are able to carry out specialized, ordered, and systematic 
administration, and improve their quality and work efficiency. Following 
the expansion of enterprise autonomy, it is also possible to organize 
sector associations, carry out examination and research, and management 
consultancy, supply information, train specialists, and so on. State 
administrative departments, meanwhile, can be relieved of a large amount 

of daily affairs work, and concentrate their energies on strategic problems 
affecting the whole national economic situation and the development of their 
particular sector. In this way, we will bring about a situation which is 
genuinely a case of "the big things being managed properly, and the small 
things livened up," and the quality of national economic administration 
will be constantly enhanced. 


3. Administration by sector is of benefit to carrying out unified techno- 
logical and economic policies, and bringing into play the regulatory role 
of economic methods, thereby according with the demands of objective 
economic laws. With the reform of the economic system, guiding plans will 
be used ever more widely, while the forms in which the national economy 

is managed and organized will have to undergo commensurate changes. Based 
on the plan for the development of the national economy, and the charac- 
teristics of all the various sectors, along with their role and status in 
the development of the national economy, the state draws up unified techno- 
logical and economic policies, avoiding the severe losses and wastage 
created by the limitations of regions and departments. In addition, the 
use of economic policies, the full exploitation of the lever role of 
finances, credits, and taxes, the elimination of the var‘ous pieces of 
preferential treatment and subsidies given to enterprises by departments 
and regions, and the removal of various "protective umbrellas," means that 
enterprises of the same sector carry out economic activities under the same 
criteria and conditions, opening up competition and encouraging the 
advanced, and thereby raising the technological standards of the whole 
country, and ensuring the accomplishment of the national economic goals. 
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Organizationally, the administration of sectors is able to handle more 
effectively relations between the centralized and the dispersed, between 
unity and independence, and between planning and flexibility, to develop 
the horizontal relations between enterprises and to achieve “unity without 
rigidity, and liveliness without chaos." Sector management represents an 
open system, and essentially eliminates administrative methods, escaping 
from the rules and regulations of subordinate relations, taking no respon- 
sibility whatsoever for the administration of enterprises. Through sector 
administration, we are able to achieve a situation in which what ought to 
be centralized is centralized, and what ought to be dispersed is dispersed; 
we can thus both adapt ourselves to the demands of socialized mass produc- 
tion, and embody the characteristics of commodity production. The develop- 
ment of horizontal relations between enterprises means that within the limits 
set by the state's macroeconomic policies, and through mutual coordination, 
enterprises can sign contracts and achieve a balance between production and 
need, achieving specialized cooperation. This benefits both the smooth 
progress of social reproduction, and the “streamlining and devolution of 
power" of the government organs. 


Strengthening sector administration represents an important reform of 
China's industrial administrative system, and must be brought into play 
through coordinating all the various management forms. There are two 
relationships which must be corrected here. The first is the relationship 
between sector administration and industrial companies. Over the last few 
years, with the progress of the reorganization of industry, a whole serics 
of industrial companies has been set up all over the country, some of which 
have been cet up along the lines of sectors. Can such companies play the 
role of sector administrator? This question requires theoretical discus- 
sion, and hard practical work for its solution. As we know, an industrial 
company is a production management unit; it is an economic entity linking 
responsibility, rights, and interests, and it can neither represent the 
government in drawing up laws and policies, rules and regulations, or 
standards, nor replace sector administration organizations in carrying out 
sector administration functions; as to the various individual nationwide 
corporations, even if they embrace all the key enterprises in a particular 
sector, and may utilize their own economic activities to regulate or affect 
the production administration of their own sector, this sort of company is 
also an enterprise unit, and its relations with other enterprises consist 
only of normal economic contacts, in the spirit of cooperation and mutual 
interest, they cannot be confused with sector administration. Second, 

the relations between sector administration and giving play to the role of 
central cities. This is a relatively complex question. The contradiction 
between regions and departments is a “knotty problem" which has existed for 
a long time without solution in China's industrial administration system. 
We are now stressing the role of central cities, and demanding that enter- 
prises be set free; while departments, on the other hand, use the reason of 
sector administration to demand that we tighten administration over enter- 
prises. The most fundamental method of solving this problem is to carry out 
the division between government and enterprise, clearly defining the admin- 
istrative rights of government departments, sector administration depart- 
ments, and other economic entities. Neither sector administration 


33 








departments nor local governments should take a direct hand in managing 
enterprises. Central cities are not suited to carrying out the economic 
development plans for their areas, neither should they have to balance out 
the various plans for their region; instead, they should devote the bulk 
of their energies to organizing the planned construction of the central 
cities themselves, the public facilities, culture, education, and so on, 
creating conditions for the production management activities of enter- 
prises, and serving the development of production and the improvement of 
the living standards of staff and workers. 


III 


The tasks of sector administration emb ace the following aspects: 1) Taking 
as the ste<ting point the enhancemeri of the economic interests of the 
whole of society, under the guidance of the national economic plan, con- 
sciously keeping the sector concerned in line with the development of the 
national economy. The department in charge of administration over a sector 
must, according to the mid- and long-term plans drawn up by the state, 
define the production scale of its sector, along with the developmental 
direction and speed, and consciously organize production according to the 
needs of society, avoiding insufficiencies or surpluses in overall produc- 
tion. 2) Readjusting the enterprise structure within the sector concerned, 
drawing up plans on the basis of the principle of the scale of the economy 
and the deployment of production forces, and making the scale structure, 
commodity structure, technological structure and organizational structure 
more and more rational. 3) Through positive and effective guidance over 
and coordination of the economic activities of the enter; ‘(ses within the 
sector concerned, creating favorable external conditions tor enterprise 
development. Sector management must, on the basis of the demands of the 
state plans, research into, draw up and readjust development plans for its 
own sector, define the direction and steps of its development, and organize 
the rational scale, economic assessment, technological targets and various 
quotas, compare the different enterprises, and use all of this as a basis 
for drawing up polic‘tes. It must organize market research and predictions, 
and provide enterprises with comprehensive, accurate, and prompt scientific, 
technological and economic information. It must provide effective advice 
and guidance for the economic management of enterprises, and promote the 
enhancement of their quality. 


The organization of sector management may take two forms. First, taking 
existing industrial administration departments as a basis and strengthen‘ng 
their administrative functions, taking care of all commodities in the seme 
category. Apart from categorizing enterprises on the basis of the economic 
uses of their commodities, the raw materials they use, and the technological 
processes they adopt, other aspects must be taken into consideration, such 

as technological advantages, division of labor which has evolved historically, 
and so on. Sector administratior departments must be invested with the 
necessary powers, such as the power to examine and assess the running, 
import, and export administration of enterprises, along with the rights to 
draw up regulations, to supervise, and to examine enterprises in the sector 
concerned. When giving [word indistinct] to the role of sector administration 
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departments, it is necessary to solve two problems. One consists of chang- 
ing the method of assessing such departments. Previously, when assessing 
the work of such departments, emphasis was placed on whether or not produc- 
tion plans were fulfilled, whether or not the enterprises directly under 
their jurisdiction had raised their technological and economic targets, and 
so on, while the question of how well they had grasped the administrative 
work itself was ignored. Now, in line with the requirements of sector 
management, it is necessary to establish new methods of assessment. 

Second, it is necessary to st” ngthen ties between the administrative 
departments and banks and tax departments. At present, there is no unified 
set of standards or policies governing both these departments and the 
various sectors, neither have the necessary links been set up with the 
administrative departments. This situation must be changed. 


Another organizational form which sector management may take is the sector 
association. The sector association consists of a mass organization set up 
voluntarily by the enterprises in a certain sector with the aim of serving 
the goals of that sector. The main functions of the sector association are: 
the coordination of the economic activities of the enterprises within that 
sector, the putting forward of proposals to the government concerning the 
production activities of that sector, the organization of cooperation 
between enterprises in that sector, the organization of economic informa- 
tion, and technological intelligence gathering, the provision of advisory 
services for enterprises, specialized training, and so on. The sector 
association can become a bridge and a belt linking the government and 
enterprises, making it possible for frequent exchange of opinions between 
the government and enterprises concerning problems within the sector con- 
cerned, and achieving unified understanding and action. The sector asso- 
ciation is an economic organizational form which has been created and 
developed in the wake of the development of the socialization of production, 
ard plays an important role in the national economy. 


Over the past few years, in the process of reforming the economic system 
and expanding enterprise autonomy, various industrial departments and 
regions have established a large number of sector associations, and with 
the assistance and guidance of government administrative departments, have 
developed their activities on the basis of the real needs of enterprises, 
achieving marked results. First, the sector association is a mass organi- 
zation, and as such is able to be free of the bonds of the old rules and 
regulations, achieving an organic relationship between central and local 
enterprises, and between whole-people-owned and collectively owned enter- 
prises. Second, the sector association is highly specialized in its admin- 
istration, and therefore aims at specific problems, which enables it to 
effectively solve those problems which individual enterprises are unable 

to solve on their own. Third, sector associations provide conditions 
favorable to strengthening the horizontal links between enterprises. The 
information put out by the association enables enterprises to promptly 
understand the situation of other enterprises in their own sector. The 
various activities run by the association form channels for contact between 
the enterprises. These things all promote the constant broadening of the 
scope of horizontal links between enterprises, and the constant deepening 
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of their content, both enabling enterprises to solve practical production 
problems, and helping the formation of new economic administration systems. 


At present, the pace of the urban economic system reform is quickening, and 
the broader economic policies and the substitution of tax for delivery of 
profits will both represent massive changes in the whole of economic life. 
Changing the form of economic organization and strengthening the administra- 
tion of sectors so as to adapt to these changes represents an objective 
demand for the economic growth of China, and an inevitable trend of his- 
torical development. We must be clear about this situation, and actively 
promote this change. 
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NATIONAL POLICY AND ISSUES 


HENAN GOVERNOR DISCUSSES DEVELOPING INLAND AREAS 


HK210831 Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 8, 20 Aug 84 
pp 29-34 


[Article by Henan Governor He Zhukang [0149 4554 1660]: "Strategic Signifi- 
cance of Speeding Up Development of the Central Plains"--dated June 1984] 


[Text] When leading comrades of the central authorities carried out their 
investigations in Henan Province they said: "In Henan there are two ‘verys' 
and two ‘difficulties. Of the two 'verys,’' one is that the province has 
very many advantages and the other is that it has very much potential. Of 
the two ‘difficulties’ one is that it lacks financial and substantial 
resources and the second is that it has a very weak scientific and techno- 
logical basis, and a shortage of talented people." Thus they proposed that 
the spirit of the foolish old man moving mountains be developed and that 
construction of the central plans be speeded up, while development of natu- 
ral resources be improved. This article attempts to bring together the 
directives of the leading comrades of the central authorities and, taking 
Henan Province as an example, discusses the strategic significance of speed- 
ing up development of the central plains. 


Many Advantages and Much Potential 


The way in which we regard Henan's position in the central plains in the 
overall national economic development is very important both in terms of 
overall strategic policies and iocal strategic plans. The two economic 
"“verys" which the leading comrades of the central authorities mentioned in 
relation to Henan, provide us with an accurate guiding ideology for cor- 
rectly grasping the situation in Henan Province. 


Henan is located in the lower reaches of the Huanghe and its ancient name 
was Yuzhou, and, being situated in the middle of nine administrative divi- 
sions, it was also known as "Zhongzhou," or the “central plains." Because 
of its rich natural conditions, Henan was the cradle of the glorious cuiture 
of the Chinese race and thus it was the political, economic, and cultural 
center of ancient Chinese society. Today the province still possesses 
abundant objective and subjective conditions for production and has 
advantages both above and below ground, some of which are incomparably 
better than those in other provinces and regions. 
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It has rich deposits of nonferrous metal resources and what is more the 
mineral beds are large and of a very high quality. Henan boasts China's 
second largest bauxite deposits, while the province has copper deposits 
second to none, and its gold and silver deposits are quite considerable. 


Deposits of natural resources for the construction industry are considerable 
and to date, investigations have revealed deposits of cement limestone, flux 
limestone, fire-resistant clay, alkaline-bearing sand for glass, marble, 
pearlite, and so on. Cement limestone deposits are to be found throughout 
the province. 


Natural alkaline deposits are enormous and the quality is good and as such 
have received world attention. The Tongbai alkaline mine is one of China's 
two largest alkaline mines. 


--The province is rich in energy resources and it boasts the seventh largest 
coal deposits in China. Recent estimates of oil deposits were put in excess 
of 1 billion tons while deposits of natural gas stood recently at 100 billion 
cubic meters. The Zhongyuan oilfield is potentially the most profitable oil- 
field after the Shengli oilfield, while the province's rich deposits of 
natural gas and hydroelectric power total 4.8 million kW. 


--Transportation is well-organized and convenient. The province is crossed 
by three major communications arteries, the Jing-Guang line, the Long-Hai 
line, and the Jiao-Zhi line, presently under construction are railway lines 
from Xinxiang to Heze, Leihe to Fuyang, and from Shangqiu to Fuyang. 
Zhengzhou north station is one of the country's largest pivotal stations. 
Local railway lines cover some 1,300 kilometers, making them the longest in 
the country. There is a total of 370,000 kilometers of roadway in the 
province. 


--Geographical conditions are very good. To the north, west, and south the 
province is ringed with mountains, while in the middle there is a basin. 

The central and eastern areas of the province make up the vast Huang-Huai 
plains. The province has several large rivers flowing through it including 
the Huanghe, the Huaihe, the Weihe, and the Hanshui. The soil, temperature, 
flora, and fauna of the province are rich and varied. The advantages of 
water, heat, and sunlight in the province have provided outstanding condi- 
tions for developing agricultural production. 


--The province has the second largest population of any province in China 
and is thus rich in labor resources. Naturally the large population also 
has its negative side, in terms of socioeconomic development. 


When we integrate the relatively outstanding subjective and objective con- 
ditions for production we see that Henan is in a superior position in many 
areas of production and in many product types. As far as agriculture is 
concerned, the total agricultural area of the province is the second largest 
in the country, while irrigated land area ranks fourth in the country. 
Wheat, tobacco, and sesame are Henan's traditional and best crops and their 
total production and production area ranks them first in China. Production 
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of sweet potatoes, cotton, soybeans, jute, bluish dogbane, and apples in 
Henan ha: attracted world attention. Numbers of large cattle, pigs, sheep, 
rabbits, and chickens, as well as sales of sheepskins, wool, rabbit fur, 
live pigs, and fresh eggs, put the province among the front ranks of the 
country. As far as textiles and light industry are concerned, the entire 
province now has 1.43 million spindles and 39,000 looms. The province's 
yarn production ranks it fifth in the country. The province also boasts 
the country's leading output of cigarettes. As far as the fuel and elec- 
tric power industry is concerned, 1983 saw 64 million tons of raw coal 
produced, ranking the province second in the entire country. Output of 
crude oil stood at more than 5.4 million tons, ranking the province fourth 
in the country. Installed electricity generating capacity last year stood 
at 3,374,000 kW, ranking the province fourth. The province's nonferrous 
metals industry, machine industry, and building materials industry all also 
occupy important positions in the country as a whole. 


Because of its exceptional geographical position, located as it is in the 
central plains, the politics, economy, culture, and military affairs of 
Henan Province are extremely important in national terms. Zhengzhou repre- 
sents a national communications and transportation crossing point. In the 
case of both passenger and freight transportation, Henan Province also 
serves as a transit point. In view of the large-scale development of 
commodity production and exchange, the importance of communications and 
transportation is steadily increasing, and, in line with the development 
of communications and transportation, the central plains will inevitably 
develop into one of the country's largest commodity distributing centers 
and trade centers. 


Following the advent of the world's new technological revolution, centered 
around computers, biological engineering, new materials, and laser tech- 
nology, the national economy will gradually become increasingly integrated 
as one entity. As an integrated system, the national economy will also 
become gradually more like a network-like, interlinked structure. Within 
this network-iike structure, each region and each province will have its 
own advantages and areas of superiority and thus within the economic system 
each will have a position which cannot be interchanged with another. Thus 
each one should do its utmost to develop its advantages and play down its 
shortcomings as it develops. Only in this way can a network-like economic 
structure be created in which each part has its advantages and areas of 
superiority and in which the whole depends on its component parts. Within 
this network structure, the central plains will naturally have such 
advantages in terms of natural resources, production, geography, and 
communications and transportation and as a result it will win its own 
special position and play its own special role. 


A Link Up Between East and West Rational Distribution 


Some of Henan's advantages are ones that have been realized and some are 
potential advantages. With rich natural resources but no strength to 
exploit them, with outstanding conditions that have yet to be used, these 
advantages are largely untapped. The transformation of these potential 
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advantages into real ones is extremely important in terms of making the 75 
million people of Henan rich and in achieving the huge strategic goals 
throughout the country. To this end I believe that, within the overall 
national economic and social strategies, we should speed up steps to develop 
the central plains. 


Speeding up development of the central plains is of strategic significance 
at least in the following ways: 


First, it helps change the irrational distribution of the productive forces 
which has developed through history in our country. Under socialist condi- 
tions, a planned and rational distribution of the productive forces is a 
long-term and comprehensive problem, and it is a problem of strategic sig- 
nificance. Distribution of the productive forces in old China was very 
distorted. Nearly 80 percent of industry was concentrated in an area 
making up 12 percent of the country, running along a narrow strip of the 
eastern seaboard. Furthermore, the majority of the seaboard industry was 
concentrated in a small number of large and medium-sized towns and cities 
which were originally bases for imperialist invasions of China. There was 
almost no modern industry in the vast interior of China, including the 
central plains. As a result of 30 years of construction this situation has 
changed considerably, but the focus of economic construction is still on the 
eastern seaboard. For many years now as we have organized industrial bases, 
we have continued to lay too much emphasis on a few industrial cities in 
the east. While Henan is situated in the very heart of the country, with a 
population making up 7.2 percent of the national total, its gross industrial 
and agricultural output only makes up 4.7 percent of the national total, 
while its gross industrial output makes up less than 4 percent of the 
national total. This irrational distribution of the productive forces has 
resulted in backward economies for the majority of inland areas and a 
failure to exploit their abundant natural resources, while science, tech- 
nology, and management are all backward. Gver the last few years during 
our readjustments to the proportional relations of the national economy, 

we have controlled the scale of investments and improved the makeup of such 
investments. However, we have not researched the geographical distribution 
of construction as a central topic. Today we are involved in drawing up the 
Seventh 5-Year Plan, plans for achieving a quadrupling of industrial and 
agricultural output by the end of the century, and long-term plans for 
reaching a level of comparative comfort for the people. Thus the question 
of a rational distribution of the productive forces is becoming increasingly 
important and pressing. We should come to grips with research and accurate 
guidance and place this problem in a position of importance in our medium 
and long-term plans. This represents an important part of the preparatory 
work for economic prosperity over the next 10 years. As far as our medium 
and long-term planning arrangements are concerned, we should, on the one 
hand, make full use of the coastal industrial bases, while on the other 
hand, we should organize planned and focused construction of a batch of 
industrial enterprises in the central plains thus speeding up the steps 
toward the exploitation and development of this region. This will be of 
deep strategic significance in terms of fully utilizing the natural 
resources and manpower of the central plains as well as strengthening 
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China's independent and complete national economic system and socialist 
industrial system, and thus gradually reducing regional differences. 


Second, it will be of benefit in the rational exploitation and harnessing 
of the land in China, and will provide good overall economic results. 
Rational distribution of the productive forces requires an investigation 
into the objective conditions and factors affecting distribution of the 
productive forces, such as the labor force, the means of labor, the targets 
of labor, consumer markets, geographical location, communications and trans- 
portation, and so on. There should be a rational organization of these 
important factors of social production and reproduction; there must be 
guarantees for effective movement of the national economy so that the 
greatest possible economic results can be achieved. This thus requires 

that production be as near as possible to the location of raw materials, 
areas of fuel production, and consumer regions, so as to facilitate the 
exploitation of natural resources, make use of processing, and sell to local 
markets, while saving on animate and inanimate labor. Hence when the 
distribution of the productive forces is being organized, it is vital to 
look at comprehensive, social, and long-term economic results. For example, 
as far as energy resources are concerned, the most easily exploitable energy 
resources in the country are concentrated in the central regions of the 
country. The central authorities have stipulated that the focus of develop- 
ment should be shifted to the central regions of China and that exploitation 
work should be strengthened and that energy and heavy industry and chemical 
industry bases be constructed centered in Shanxi (including western Henan) 
and based mainly on coal. This is indeed a strategic decision of far- 
reaching significance in terms of overall planning. Coal deposits in this 
region are rich, the coal does not lie deep and the layers are thick, 

making mining easy. There is already a long history of coal mining hexe and 
thus the foundation is relatively good, coal investment for each pit is only 
two-thirds of the national average, while construction time is around one- 
third less than the national average. The geographical location of the pits 
makes it convenient to provide places which have little coal, such as 
Beijing, Tianjin, east China, and the central-south regions. As far as 
exploiting the energy resources of the central region of China is concerned, 
when we consider that the problem of moving the coal out of Shanxi will not 
be solved in the near future and when we remember the costs involved in 
transporting the coal, coming to grips with exploiting the coal in western 
Henan, including Pindingshan, could in the short term be more economically 
worthwhile. Most people believe that constructing projects along the sea- 
board region saves money but this is not necessarily true everywhere. 
Although the investments involved in building a factory along the seaboard 
region are relatively small, if one considers the investments involved in 
bringing in coal from distant parts and electricity too, then the costs 
involved are not so small and in terms of macroeconomic results, such 

action may not be desirable. As far as future construction projects are 
concerned, any projects involving high consumption or massive transporta- 
tion should gradually be shifted toward the central regions. At the same 
time as we concentrate on the development of coal in western Henan and in 
Shanxi, the principle of transforming coal into electricity on the spot 
should be implemented and thus this region should be quickly developed as 
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the nation's thermal power base as well as a major heavy and chemical indus- 
try base. This corresponds with the principle of distribution of the pro- 
ductive forces. The question of how to process and make use of the rich 

and superior oil and natural gas resources of the Zhongyuan oilfields and 
the question of whether such processing and utilization should be done 
locally or elsewhere are vital to the requirement that investments be small 
but returns large. If gas is sent to a fertilizer factory 400 kilometers 
away then, first of all, the gas pipeline would cost around 300 million yuan 
to construct, secondly, the costs per cubic meter of gas would increase by 

8 cents (RMB) and this, on the basis of annual volume of 400 million cubic 
meters, works out as an additional 32 million yuan in investment, 320 million 
yuan over 10 years. These two calculations alone exceed the cost of con- 
structing a new fertilizer factory. Furthermore, judging by the present 
distribution cf petrochemical industries, the vast majority are on the sea- 
board and hence large quantities of products have to be transported inland. 
Thus in order to improve comprehensive economic results and improve the 
distribution of the productive forces, it is vital that petrochemical indus- 
tries be developed in the certral plains. It is a correct decision which 
has been taken to run pilot schemes involving commodity grain bases in six 
Henan counties, including Dengxiang and Huaixiang, at the same time as con- 
structing a large-scale commodity grain base in the Sanjiang plains in the 
northeast. Practice has proven that the construction of a large area of 
commodity grain bases in the central plains involves little investment, 
while results are quick, and grain output high. When one thinks of the 
costs of transporting grain, contingency reserves and so on, the organiza- 
tion of such bases in the central plains becomes even more sensible. 


Third, it helps the link up in the central regions between the east and west. 
For many years now we have carried out unified planning of all provinces, 
towns, and regions not on the seaboard, classifying them all as inland areas. 
In actual fact the geography and economic conditions of all these regions 
which have been classified as inland, vary enormously. I believe that, as 
far as our guiding ideology for the distribution of construction is con- 
cerned, the inland should be divided into the central region and the western 
region. The level of economic development in the various places in China's 
eastern, central, and western regions varies a great deal and this is one 

of the major manifestations of the lack of coordination in the proportions 
of the national economy. The question of how to reduce the gap between 
different regions, so that backward regions gradually catch up and so that 
there is balanced and even development between regions, is a strategic 
question of economic and social development which must be fully solved. We 
cannot accept any statements which imply that the central and western 
regions will always be backward. Thus this requires that the state provide 
enormous help to the central and western regions and that advanced regions 
provide support for backward regions. In macroeconomic terms and looking 

at the situation in terms of a gradual expansion and deepening of national 
economic development, we should adopt a developmental strategy which takes 
the eastern region as the base and which ensures a gradual movement from 

the east toward the central and western regions. Henan Province is located 
in this central region and it is also a transitional belt between China's 
eastern and western regions. The very special strategic position of the 
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central plains has determined that they play an important role in linking 
up the east and west. The shift of technology, funds, and management 
experience from the eastern region westward should pass through this region. 
New large :nterprises--such as metallurgical, chemical, thermal power and 
building materials enterprises--and near-term and medium-term development 
projects should also be gradually shifted to the central region. On the 
basis of its own conditions, this central region should learn from the 
management experiences and necessary advanced technology of the eastern 
region, making full use of the advantageous aspects of the eastern region's 
special port cities which exist as a result of the open-door policy, and, 
on the premise of guaranteeing supplies of raw materials and fuel according 
to state planning, the central region should actively increase its new 
production capacity, setting up conditions for economic activities of 
mutual support and coordinated development between the coastal and central 
regions. In this way the central region can gain its own foothold, the road 
will become ever broader, and the link up between east and west will see 
increasing realization. Then it may be possible for the central plains to 
quickly follow the eastern region in realizing its potential and achieving 
breakthroughs with the result that the strategic focus of long-term plans 
will shift to the setting up of necessary conditions in the western regions 
so that the concept of the “whole country like a chessboard" may achieve 
realization. 


Solve the "Two Difficulties," Speed Up Development 


In order to speed up development of the central plains, many problems have 
to be solved, of which the most outstanding and key problem is the lack of 
funds and the weakness of the region's technological and scientific founda- 
tion. Looking at the reality of Henan, there are two major difficulties 

to be overcome in order to ensure a prosperous economy and the realization 
of the "country as a chessboard" and a link up between east and west. In 
order to do this all possible factors must be used to advantage. On the 
one hand there must be courageous reforms and a relaxation in policies, so 
that the potential of the province is fully exploited and technological 
reforms in existing enterprises are promoted. On the other hand we must 
actively create conditions so that we make use of key construction which 
uses outside assistance and in this way develop a backbone force which will 
bring economic prosperity to Henan. To this end we must explore and 
examine the following few areas and work toward breakthroughs and develop- 
ments in these areas. 


I. Readjustments to the distribution of the productive forces. The focus 
of state investments should gradually shift toward the central plains. 


The central plains boast economic advantages both above and below ground, 
and the important role of developing the central plains in the overall move 
to link up the east and west will, in objective terms, mean low investments, 
high returns, and quick results. Development of the central plains and work 
on some energy and heavy industrial and petrochemical projects will heip 
economic prosperity throughout the country and thus development of the 
central plains is a factor which cannot be ignored. It is of course 
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necessary to speed up development of the seaboard, but the seaboard lacks 
energy and «sw materials. If we do not speed up development of the central 
plains at tne same time then it will be very hard to solve the problem of 
economic prosperity throughout the entire country. Only by speeding up 
development of the economy of the central plains and correctly handling the 
relationship between the development of the seaboard and the central plains, 
can there be any hope and can the necessary conditions for national economic 
prosperity be set up. 


In order to improve macroscopic economic results we believe that the selec- 
tion of key investment locations should take into full consideration the 
composite economic results of each link in the chain--construction, produc- 
tion, circulation, and consumption. At the same time the concept of 
development should shift toward a more long-term view and on no account 
should our view be limited to yesterday and today. As far as state invest- 
ments are concerned, all efforts should be made to ensure that on the basis 
of natural resources, energy intensive enterprises with heavy consumption of 
raw materials, fuel, and electricity, such as petrochemicals, nonferrous 
metals, heavy machinery, and large-scale construction materials industries, 
should be located in the central plains. As far as state distribution of 
investments is concerned, the central plains region should be made a key 
area for development. Only in this way can we ensure an outstanding inte- 
gration of the economic, technological, management, and other advantageous 
aspects of the social productive forces in the seaboard region with the 
advantages of natural productive forces in the central plains, and thereby 
ensure the very best economic results for all society, while laying down 
conditions for national economic prosperity. 


Il. Use all possible means to generate internal funds. 


In fundamental terms the solution to the problem of funds for the develop- 
ment of the central plains is to rely on our own strength and to use as many 
means as possible to open up sources of finance and so permit more funds to 
be used for developmental construction. As far as the situation in Henan is 
concerned, some enterprises lack vitality and financial resources are 
limited. In addition, funds are very decentralized and are not used well. 
As a result the basic way to open up internal funds lies in widening 
financial sources and making rational use of social funds. With bold 
reforms and a relaxation of policies, there are many possibilities. The 
main ones are: 1) Improvements in the technological reforms and management 
of existing enterprises, and improvements in economic results. Economic 
results in enterprises in Henan are relatively low. (For example, during 
the first quarter of this year, the profit tax rate per 100 yuan of produc- 
tion value for state-run enterprises in Henan was below the 3.76 perceut 
national average.) However, in another sense, there is enormous potential 
and if only these enterprises make some progress in technological reforms 
and management, then economic results would improve considerably. If they 
were able to catch up with national standards, then financial revenue for 
the entire province would increase by 700 to 800 million yuan per year. 

2) Developmental undertakings such as industry, transportation, and mountain 
construction can push state-run, collective, and individual efforts, with 
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the simultaneous development of large-, medium-, and small-scale undertak- 
ings. Under unified planning and organization, regions, collectives and 
individuals must be encouraged to invest in setting up mines, opening fac- 
tories, and so on, with these things being run by the local people and 
subsidized by the state. The state should provide necessary subsidies for 
such work as repairing roads and local railways, while the general emphasis 
should be on raising money. As far as barren mountains, slopes, and other 
swampy areas are concerned, development of these should be done through 
individual or household contract systems. 3) Another important aspect of 
developing internal funds is rational utilization of credit funds. By means 
of readjusting credit policies and making use of interest levers, emphasis 
should be on helping the development of industrial and commercial enter- 
prises with good economic results and speeding up the turnover of credit 
funds. There should also be suitable concentration of loan funds and these 
funds should be directed at developmental projects, thus for example loans 
should be extended for the development of mountain construction. The estab- 
lishment of special loans for the development of collective enterprises is 
not only necessary but also worthwhile in economic terms. Collective enter- 
prises generally all concentrate on raising their own funds, with the state 
only providing partial support and the implication of this is that every 
cent that the state uses to support collective enterprises has a dual role. 
At the same time a certain amount of consumption funds can be transformed 
into production funds. Over recent years, as industrial and agricultural 
production has developed, and the masses’ income has improvea, savings 

have greatly increased, and by the end of April of this year, urban and 
rural savings throughout Henan Province had reached 4.5 billion yuan, of 
which 70 percent was fixed deposits. One of the ways of solving the lack 

of funds is to mobilize some of this money and use it for developing 

medium- and small-scale enterprises which need little investment and produce 
quick results. 4) Encouragement should be given to joint management and 
partnership enterprises. At present a great many peasants in all regions 
are using collective funds to set up enterprises and various public facili- 
ties and if active guidance cannot be provided, then this would without 
doubt be an important way of solving funding difficulties. 


III. Bravely import and make use of foreign capital. 


Under the premise of self-sufficiency, boldly importing and using foreign 
capital (including funds from overseas and outside the province) and 
strengthening economic and technological cooperation and exchange between 
China and other countries, still represent necessary trends in the develop- 
ment of commodity production. It is an important channel involving mutual 
need and taking advantage of one's good points. Over recent years, as the 
open-door policy has continued to be implemented, financial groups, com- 
panies, and people in the economic world in many different countries have 
expressed deep interest in Henan's rich natural resources and advantageous 
geographical location. Last year, Henan took advantage of a commodity 
exhibition in Hong Kong and thus had a chance to introduce its natural 
resources and economic situation, expressing the desire that, on the basis 
of mutual benefit and interest, it was willing to use many different ways 
and means of organizing cooperation. It then announced the first batch of 
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61 economic and technological cooperation projects, and this caused a strong 
reaction with many overseas bodies sending people to Henan for investiga- 
tions and trade discussions. This illustrates the very good opportunities 
we have to absorb overseas capital and technology by means of economic and 
technological cooperation with overseas partners. In order to successfully 
import foreign capital and technology and speed up development of the 
natural resources in the central plains, we must implement open-door 
economic development strategies throughout China and the whole world. We 
believe that a special economic zone should also be set up in the central 
plains region, or new special policies should be implemented. We should 
not think that special economic zones are only possible in coastal regions. 
Admittedly most special zones throughout the world are located on coastal 
areas or border regions for the convenience of transportation and communi- 
cations. However, a great many of the world's countries also have special 
zones located in inland areas. Examples are the Chicago foreign trade zone 
in the United States, and the overseas free trade zones of Vienna, Glastz, 
and Linx in Austria. In order to speed up development, advanced regions 
need an open-door policy and other special policies such as those for 
enlivening the economy. Backward regions also require these kinds of 
policies before they can improve this backwardness. This goes without 
saying. 


The second major aspect of the use of external funds is the large-scale 
development of economic and technological coordination with neighboring 
provinces and towns. In addition, Henan should make use of its natural 
advantages in mining and agricultural by-products and it should develop 
economic and technological coordination with coastal provinces and cities. 
With the use of compensation trade and setting up of joint factories, 

funds and technology from outside can be absorbed so as to develop the 
natural resources of the central plains. For example, Shanghai provides 
loans to help Henan expand its molybdenum mine at Luanchuan. This can help 
speed up exploitation of the mines, bringing in an annual 4 million yuan in 
additional profits for Henan, while within 7 years Shanghai will receive 
1,900 tons of pure molybdenum. There are many other such similar examples. 
Simply by loosening our hands and feet, development of the central plains 
is able to move on in leaps and bounds. 


IV. Focus on exploiting talent and importing technologically trained 
personnel. 


Technological backwardness and a lack of talented personnel represent a 
serious obstacle to speeding up development of the central plains. Thus 
exploiting talent and importing technologically trained personnel is a 
strategic task which must take precedence. Here there are many different 
channels and opportunities to be used. Henan has very good conditions for 
major development in education and science and technology, and the province 
should and has the chance to become one of China's most important educa- 
tional and scientific research centers. At present, in addition to 
rationally using existing talent we should also step up importing tech- 
nology and talented personnel and make full use of external strength by, 
for example, inviting Overseas Chinese to come and suggest ways and means 
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of carrying out construction. We can also establish cooperative relations 
with famous universities and research establishments in other parts of 
China. We can study and learn from the advanced management experience of 
our coastal cities and develop technological coordination on a broad basis. 


The central plains, cradle of the ancient civilization of the Chinese 
people, was throughout history a place of early development with a well- 
developed economy and culture. This is no accident, but rather a result 
of the province's advantages and superiority. In the march toward the 
glorious targets of socialist modernization, as long as we firmly uphold 
the guiding direction of the 12th party congress, courageously open up new 
vistas, pooling the wisdom and efforts of everyone, then we will without 
fail be able to speed up development of the central plains, and make Henan 
"a place of radiant splendor” in China. 


CSO: 4006/777 
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PROVINCIAL AFFAIRS 


INTERNATIONAL ECONOMIC, TECHNOLOGICAL COMPANY SET UP 
HK120430 Lanzhou Gansu Provincial Service in Mandarin 1100 GMT 11 Sep 84 


[Text] China Gansu International Economic and Technological Cooperation 
Company held an inaugural meeting in the Lanzhou (Mingmuzhuang) guest house 
this afternoon. 


The state-owned company is an independent accounting unit, which assumes 
sole responsibility for its profits and losses. In line with the state 
policies and regulations for economic work with foreign countries, it 
will organize all forces of the province as one to promote technological 
cooperation with foreign countries, to earn more foreign exchange, to 
raise funds and to absorb advanced technology for socialist modernization. 
According to agreements signed by the Chinese Government with governments 
of other countries, or in the form of cooperation between mass organiza- 
tions, the company will promote technological cooperation with foreign 
countries in industry, communications, agriculture, power stations, and 
health work. 





China Gansu International Economic and Technological Cooperation Company is 
under the leadership of the provincial people's government with Ge Shiying 
as general director and (Li Dong) and (Hao Diyi) as deputy general directors. 


At the inaugural meeting, Jia Zhijie, deputy secretary of the provincial 
party committee, and Vice Governor Ge Shiying delivered speeches. Li 
Dengying, Chen Guangyi, Hou Zongbin, Liu Haisheng, Wang Shijie, Wang 
Guorui, and other leading comrades of the provincial CPC committee, the 
provincial people's congress standing committee, the provincial government, 
and the provincial CPPCC attended the meeting. 


CSO: 4006/776 
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PROVINCIAL AFFAIRS 


ANHUI'S TOWNSHIP ENTERPRISES DEVELOP RAPIDLY 
OW231131 Hefei Anhui Provincial Service in Mandarin 1100 GMT 20 Sep 84 


[Text] Anhui's township enterprises have been developing rapidly since 

the beginning of July. According to a statistical report, the total output 
value of township enterprises in the province during July and August 

reached 1,234 billion yuan. The total output value of township enterprises 
in the province from January to August reached 2.58 billion yuan, accounting 
for 86 percent of the annual plan and increasing by 143 percent over the 
same period last year. Those enterprises delivered a total of 60 million 
yuan as tax to the state during the 8-month period. 


Encouraged by the party Central Committee's No 1 and No 4 documents, the 
broad masses of peasants in Anhui have heightened their enthusiasm for 
developing commodity production since the beginning of this year. The 
extent of increase in the total output value of township enterprises in 
Anhui during the first half of this year topped the national list. 


Since the beginning of July, various township enterprises in Anhui have 
stepped up reform work. A department concerned of this province invited 

the responsible persons of more than 20 township enterprises which have 
achieved success in carrying out reform to a discussion meeting to 

exchange their experiences. Those experiences were promoted throughout the 
province and stepped up the development of township enterprises. The number 
of new township enterprises has increased rapidly and they have become pro- 
duction forces within a relatively short period. A total of 6,136 new 
township enterprises were set up in the province this year. 


The total output value of township enterprises in Anqing Prefecture topped 
the provincial list last year. Since the beginning of this year, various 
counties in the prefecture have brought their respective advantages into 
full play and laid stress on developing their respective key businesses. 
With clear objectives in mind and simultaneous development by collectives, 
groups of families, and individual households, township enterprises have 
been developing rapidly in the prefecture. 


Zongyang County gave full play to its special advantage of labor force and 
formed more than 90 construction teams with a total of more than 18,000 
people. Those construction teams took part in construction work in more 
than 10 provinces and municipalities and received a total income of 10 
million yuan which accounted for 45 percent of the total output value of 
township enterprises in the county. 


cso: 4006/780 
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PROVINCIAL AFFAIRS 


XINJIANG, NATICNAL NONFERROUS CORPORATION SIGN AGREEMENT 
HK181442 Urumqi Xinjiang Regional Service in Mandarin 1300 GMT 17 Sep 84 


[Text] Today the China National Nonferrous Metal Industry Corporation and 
the regional people's government reached an agreement in Urumqi on overall 
cooperation. 


The agreement provides that both parties will adopt the method of setting 
up a joint venture and distributing products and profits according to the 
amount of investment in order to develop and build Xinjiang's nonferrous 
metal industry together. Both parties agree to vigorously step up 
geological prospecting work in Xinjiang to strive to turn the potential 
advantages of Xinjiang's nonferrous metals into actual advantage at an 
early date. 


The China National Nonferrous Metal Industry Corporation will include 
geological prospecting work in Xinjiang in one of its national key projects, 
will increase funds for geological prospecting work in Xinjiang, and will 
send technical personnel to help Xinjiang in a planned way. Both parties 
also agree to jointly invest in the expansion of the Urumqi Aluminum Plant 
and in the building of [words indistinct] mine. They are prepared to [words 
indistinct]. The China National Nonferrous Metal Industry Corporation will 
also send personnel who, in coordination with the Xinjiang Nonferrous Metal 
Industry Company, will formulate a fourth 5-year plan and a preiiminary 
plan for the next 10 years. 


(Zhu Lei), assistant general manager of the China National Nonferrous Metal 
Industry Corporation, and Song Hanliang, vice chairman of the region, signed 
the agreement respectively on behalf of both parties. (Zhou Boping), 
executive director of the China National Nonferrous Metal Industry Corpora- 
tion, and leaders of the regional party and government, including Qi Guo, 
Zhang Sixue, Bai Chengming, Huang Baozhang, and Liu Zimo, attended the 
signing ceremony. 


CsO: 4006/780 
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PROVINCIAL AFFAIRS 


GUIZHOU PROVINCE VIGOROUSLY DEVELOPS ECONOMY 
0W151305_ Beijing XINHUA Domestic Service in Chinese 0120 GMT 10 Sep 84 


[Report by XINHUA reporters Feng Xianshou and Zhou Xiaonong: "Walking Out 
of the ‘Kingdom of Yelang'"] 


[Excerpts] Guiyang, 10 Sep (XINHUA)--According to statistics of departments 
concerned, since the 3d Plenary Session of the 1lth CPC Central Committee, 
this out-of-the-way province in the border region of southwest China has, 
from the provincial and prefectural levels to the city and county levels, 

and from state enterprises to township ones, reached over 300 economic, 
technical, and other agreements with more than 10 provinces, municipalities, 
and autonomous regions, and brought into Guizhou from other places funds 
exceeding 150 million yuan. They have also consulted with the United States, 
Japan, Italy, Hong Kong, and other countries and regions, importing more than 
$500 million in foreign capital. It seems Guizhou-landers have walked out 

of the "Kingdom of Yelang" [parochial-minded Han Dynasty Kingdom]. The 
province as a whole has taken on a new, vigorous look in the economy. 


With the approval of the Guizhou Provincial People's Congress Standing Com- 
mittee, the provincial government recently adopted a formal decision to 
invite entrepreneurs from abroad, and units outside the province to develop 
Guizhou's economy, together, by offering them favorable terms, including 

tax reductions and exemption, fine service and space. In less than a month, 
the province has received representatives of firms and financial groups 

from Hong Kong, Macao, the United States, France, Italy, Japan, Canada, and 
other countries and regions, and handled over 30 letters and cables from 
them. 


For over a thousand years, agriculture played a dominant role in the Guizhou 
plateau. Now, the province's total industrial output value has begun to 
exceed its total agricultural output value. For 3 years in a row, the 
province's total industrial and agricultural output value has increased 
faster than the national average. 


After walking out of the "Kingdom of Yelang," Guizhou now enjoys a vigorously 
and rapidly developing economy, and is filled with hope. Zhu Houze, secre- 
tary of the provincial party committee, pointed out: Guizhou's resources and 
labor, plus funds, technology, and qualified personnel from other places, will 
be equal to Guizhou's economic rise. He said: Our hope lies in learning from 
the world's strong points to offset Guizhou's weaknesses, and collecting the 
cream of the five continents to promote Guizhou's development. 


CSO: 4006/780 
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PROVINCIAL AFFAIRS 


GANSU LEADERS URGE DEVELOPMENT OF WUWEI COUNTY 
HK170848 Lanzhou Gansu Provincial Service in Mandarin 1100 GMT 14 Sep 84 


[Tex’:] This morning, after listening to the report on the Wuwei County's 
comprehensive economic structural reform, responsible comrades of the 
provincial CPC committee and the provincial government emphasized: It is 
necessary to develop the Wuwei county seat into a new industrial, trade, 
scientific, technological, and cultural center as soon as possible so as 
to promote the further prosperity of the economy in the rural areas in its 
vicinity and to achieve the target of quadrupling the gross industrial and 
agricultural output value ahead of schedule. 


Wuwei County is the first county to have carried out the comprehensive 
economic structural reform on an experimental basis. The county authori- 
ties put forward that on the basis of the gross industrial and agricultural 
output value in 1980--211.4 million yuan--the whole county's gross indus- 
trial and agricultural output value in 1988 must reach 500 million yuan and 
must double that of last year. The peasants’ per capita income must 
increase from 232 yuan in 1982 to 500 yuan. Responsible comrades of the 
provincial CPC committee and the provincial government have affirmed this. 
Together with responsible persons of departments concerned at the provincial 
level, they have put forward specific views on the implementation of the 
system of contracted responsibilities for finance and for the procurement 
of grain and main agricultural and sideline products, on the enlargement of 
the economic decisionmaking power at the county level, on the plan for the 
reform of the system of the management of materials, and on the programs 
for the reform of the systems of cadres, personnel, labor, and wages. 


Then responsible comrades of the provincial CPC committee and the provincial 
government pointed out: At present we must attach importance to development 
at many levels, must do a good job in reprocessing agricultural and sideline 
products, must vigorously develop township and town enterprises, and must 
lay stress on the development of the food industry and the fodder industry 
so that all rural natural resources can be brought into full play. More- 
over, it is essential to do well in training talented people and developing 
intellectual resources and to open the circulation channels. Only by so 
doing can we realize the even greater development of the Wuwei's economy. 


CSO: 4006/780 








PROVINCIAL AFFAIRS 


BRIEFS 


GUIZHOU INDUSTRIAL MEETING--The provincial government convened a meeting on 
8 September of prefectural economics commission chairmen, and responsible 
persons of provincial industrial and communications departments and bureaus 
and of commerce and material supply departments, to analyze the situation 
in industrial and communications production this year and arrange the tasks 
for the last 4 months of the year. Vice Governor Zhang Yuhuan made a 
speech. After analyzing the main reasons for the province's varied and 
unsteady performance in production from January to August, he pointed out: 
In order to ensure the fulfillment of this year's industrial production 
tasks, we must ensure steady development of production in the next 4 months. 
We must implement the output value quotas at every level. All departments 
and bureaus must set up economic leadership responsibility systems and 
conduct a yearend examination. Those who fulfill the task well should be 
rewarded, and those who do not should be criticized and also suffer economic 
punishment. While getting a good grasp of this year's production, it is 
also necessary to prepare for a big rise in industrial output next year. 
[Excerpts] [HK090408 Guiyang Guizhou Provincial Service in Mandarin 2300 GMT 
8 Sep 84] 


HEILONGJLANG ECONOMIC, TECHNICAL COOPERATION--Over the past year, 
Heilongjiang Province has established economic and technical cooperation 
relations with 17 provinces, municipalities and autonomous regions, includ- 
ing Shanghai, Tianjin, Liaoning, Jilin, Ningxia, and Xinjiang, and 13/7 
prefectures and cities in the fields of light and textile industries, 
machinery, building material, chemical industry, coal, agriculture, 
forestry, commerce, and education. More than 1,300 agreements have been 
signed. [Summary] [SK180737 Harbin Heilongjiang Provincial Service in 
Mandarin 1000 GMT 15 Sep 84] 


CSO: 4006/776 
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ECONOMIC PLANNING 


GUANGMING RIBAO ON REFORM OF PLANNING SYSTEM 
HK190727 Beijing GUANGMING RIBAO in Chinese 2 Sep 84 p 3 


[Article by Shen Liren [3088 4539 0086]: "An Inquiry Into the Basic 
Pattern of Reform of the Planning System"--passages within slantlines 
published in boldface] 


[Text] In the course of the economic reforms, after promulgating the 10 
regulations on further extending the decisionmaking power of state indus- 
trial enterprises, the State Council is about to take the second step in 
substituting taxes for the delivery of profits. After having delegated 
greater decisionmaking power over minor issues to the enterprises, what are 
we going to do with the decisionmaking power over important issues? What 
would be the future basic pattern of the reform of the planning system 
whose purpose is to achieve overall balance? This article is a tentative 
attempt to probe this question. 


/To transform centralized decisionmaking into decisionmaking at various 
levels./ The planning system previously in force in our country was 
obviously beset with the problem of the absence of the centralization of 
those things that should be centralized. The most serious malpractice, 
however, was the centralization of too many things and the too rigid con- 
trol of the enterprises. Consequently, the enterprises were deprived of 
the decisionmaking power they should have had and the working of the 
entire economy was far from dynamic. On the condition that a necessary, 
limited, and effective centralization of decisionmaking is retained, the 
reforms should be aimed at simplifying administrative procedures, dele- 
gating powers to lower levels, granting considerable decisionmaking power 
to the industries and enterprises, and stratifying, that is, decentralizing, 
planning and decisionmaking. This is in keeping with the backward economy, 
the imbalanced development, the large number of small enterprises, the vast 
territory, the poor communications facilities, and the difficult access to 
information which are characteristic of our country. A combination of 
centralization with flexibility and diversification is favorable for the 
revitalization of the enterprises and the entire economy. 


/To replace quantitative targets with qualitative targets./ Planned 
decisions are strategic decisions. It is necessary to have a well defined 
strategic goal for economic development. Since an early time, we have paid 
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close attention to the quantitative targets, including the gross industrial 
and agricultural output value, have one--sidedly striven for high speed, and 
overlooked the economic results. Nothing can be successfully done in haste. 
We have saved face at the expense of material benefits. The purpose of the 
reform of the planning system should be to correctly handle the relations 
between speed and results and to shift the stress of the targets, previously 
laid on quantity, onto results. This is not only to redesign the system of 
planned targets. In addition, it is also to reorient planned management. 
There should be revolutionary changes in all the work involving planning. 


/To replace the balance of material things by a balance of value./ The 
purpose of planning is io keep an overall balance according to the fixed 
strategic goals for economic development. In the past, as a result of the 
stress on quantitative targets, we paid close attention to the balance of 
material things and production, circulation, and consumption were arranged 
according to the distribution of material things. Practice has proved 

that it was only a partial balance, not an overall balance. In order to 
reform the planning system, it is necessary to devote greater efforts to 
achieving a balance of value. We must focus our attention on the creation, 
distribution, and utilization of the national income before we can harmonize 
the proportional relations between the two major categories on one hand and 
accumulation and consumption on the other, keep demand and supply generally 
in balance, and make overall preparations for coordination and development 
in all areas. If this problem is not solved, planned management can only be 
superficially conducted and the due contributions made by planning will be 
affected or even negated. 


/To replace rigid control with flexible control./ The distribution of 
material things associated with the balance of material things is what is 
called "slicing the cake." It is the chief way prescribed by the old 
planning system of exercising control. This control is rigid control. 
Outwardly, all departments and enterprises, from those at the highest level 
down to those at the lowest level, are given the same treatments and the 
microeconomy is controlled by the macroeconomy. An almost inevitable 
result of this is that the microeconomy is suffocated and we cannot adapt 
ourselves to the ever changing economic circumstances and the ever changing 
state of economic development. In the future, it is necessary to replace 
rigid control with flexible control, or, in other words, proportional con- 
trol or parametric control. For example, in industrial and agricultural 
production, as a result of various objective and subjective factors, output 
may exceed or fall short of the plans. While rigid control always reveals 
its own inadequacies, flexible control can regulate industrial and agri- 
cultural production. The planned control of investment and wages should 
not be too rigid but should be flexible in varying degrees. Only in this 
way can it help us rationally tap the potentialities of the enterprises, 
develop production, and improve people's livelihood. 


/To replace vertical connection by horizontal connection./ Whether in the 
distribution of material things or in the distribution of funds, the simple 
practice of “slicing the cake" is possible only when it is carried out from 
top to bottom. The practice basically embodies vertical connection and 


55 








restricts or even cuts off horizontal connection. This is not in keeping 
with the objective law that in the working of an economy, horizontal con- 
nections are indispensable to production, supply, marketing, agriculture, 
industry, commerce, circulation, and consumption. The reforms, in addition 
to retaining the rational elements of vertical connection, should include 
vigorous efforts to facilitate horizontal connection and to encourage the 
direct contacts between cities, between industries, and between enter- 
prises in order to give impetus to the relaying of information, commodity 
circulation, and technological exchanges and to gear the production and 
marketing of goods to the needs of society. At the same time, it is 
necessary to allow and encourage the enterprises to sign long-term contracts 
with one another, to fix the relations among them, and to gradually replace 
the old system and the old practice of assigning plans from departments at 
high levels to those at lower levels, which was characterized by a frequent 
breakdown of communications. 


/To replace mandate by guidance./ As a result of the above changes, the 
mandatory character of the plans will be gradually eroded and the place of 
guidance in the plans will gradually become more and more important. In 
the future, there is still a need for us to stress the mandatory character 
of a few plans and targets (for example, those for investment in capital 
construction, the building of key construction projects, and the exploita- 
tion and distribution of rare resources). However, we should make the 
majority of plans and targets (including those concerning prices and wages) 
more a guide than anything else in order to gear them to actual circunm- 
stances. It is wrong to regard the mandatory plans as an inherent charac- 
teristic of the state-owned sector of economy or to regard the coexisting 
mandatory and guidance plans as plans independent of the markets. Being 
good at using mandatory plans profitably is the starting point for improving 
the quality of the plans and for perfecting planned management. 


/To replace static regulation with dynamic regulation./ At present, most 
comrades favor the gradual reduction of the number of mandatory plans. 
However, there are also people who are afraid that the macroeconomy might 
get out of control, become weakened, or unstable. They even negate the 
planned economy or the planned character of the socialist economy. In 
fact, the mandatory and guidance plans are two complementary ways of 
exercising regu'ation. Comparatively speaking, mandatory plans are a form 
of static regulation. They cannot be easily changed after they are 
finalized because it is necessary to maintain the stability of the working 
of the economy. On the other hand, the guidance plans are a form of 
dynamic regulation which, on the basis of information feedback, react 
promptly to coordinate economy development when it functions. By planning 
we simply mean the “regular conscious efforts to maintain balance." The 
set of planned management methods underlying the guidance plans can more 
effectively help us attain this goal. 


/To replace short-term plans by long-term plans./ Since the founding of the 
country, we have seriously formulated and executed one or two 5-year plans 
with considerable success. However, more often than not we only have yearly 
plans. Strictly speaking, this is not planned economy because they cannot 
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exhibit the superiority of socialist planned economy. In the future, it is 
necessary to devote our major efforts to the intermediate-term and long- 
term plans, particularly the 5-year plans, in order to be farsighted and 

to make overall arrangements. If we can steadily perfect planning work, 
yearly plans will be reduced to specific execution plans which can be 
drawn up chiefly by the enterprises. They are to be passed on from bottom 
to top and coordination is carried out at each level. In this way, they 
can offer planned guidance to the enterprises. 


/To replace administrative means by economic means./ If the mandatory 
plans are emphasized, planned regulation is mainly carried out by admin- 
istrative means and planned management becomes administrative management. 

In the future, in carrying out reforms, it is necessary to replace planned 
management with economic management, that is, to formulate economic policies 
by economic means and on the basis of market mechanism, to guide the enter- 
prises to voluntarily regulate their operations according to the state 
plans, and to combine the control of the macroeconomy with the revitaliza- 
tion of the microeconomy. Thus, it is necessary to coordinate the reform 
of the planning system with the reform of other economic systems, and, in 
particular, with such economic levers as finance, credit, prices, and wages, 
to strive for a more or less synchronous development of things, and to pre- 
vent them from coming into conflict. In a certain sense, planned manage- 
ment should be based on the law of planning and the law of value before 

it can effectively regulate the economy. 


/To replace the traditional methods with modern methods./ In the past, we 
were not very good at planning and the methods we employed were far from 
sophisticated. For example, we relied on percentages and average figures, 
which failed to reflect the complicated relations among various economic 
categories. In the future, it is necessary to employ mathematical models, 
to apply computer technology, and to strive to leap forward from tradi- 
tional methods to modern methods. If we can achieve all this, we can then 
modernize both planning work and the planning system. This is the only 
way to lift planning work from the domain of experience to the domain of 
science. 


The planning system is the core of the macroeconomic management system. 
The reform of the planning system is much more difficult than the reform 
of ordinary microeconomic management systems. What is said above consti- 
tutes a goal which cannot be attained overnight. However, in carrying out 
reforms, it is necessary to have a rather clear goal in order to avoid 
detours. 
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ECONOMIC PLANNING 


SECOND NORTHEAST SYMPOSIUM ON ECONOMIC STRATEGY HELD IN CHANGCHUN 
SK240726 Changchun Jilin Provincial Service in Mandarin 2200 GMT 23 iep 84 


[Text] The second northeast China symposium on strategic plans for 
economic, scientific, technological, and social development was held in 
Changchun city from 18 to 23 September. At the symposium, participants 
pointed out: The northeast region is one of the earliest heavy industrial 
bases in China. Over the past 30 years or so, it has made great contribu- 
tions to our country's socialist economic construction. However, it now 
faces the following problems: equipment is outmoded; technology is »ack- 
ward; the competitive capability of products is weak; and economic results 
are poor. 


The symposium put forward six principles for drawing up technological 
transformation plans. They are: We should break down the barriers between 
various regions and departments, and then draw up technological transforma- 
tion plans on the basis of different trades and professions. Key enter- 
prises should work out their overall plans on a medium- and long-term basis, 
make proper preparations for the first stage of the important technological 
transformation and import programs, and make proper economic and technical 
appraisals. While examining and approving major technological transforma- 
tion programs, the economic responsibility system should be instituted. 
Technological transformation should be combined with the modernization of 
enterprise management. Efforts should be made to accelerate the develop- 
ment of talented personnel; the training of managerial cadres, workers, and 
staff members of existing enterprises; and information and advisory work. 


The participants pointed out: The key to urban economic reform is to mobi- 
lize as far as possible the initiative of enterprises and workers, and to 
actually tap the potential of enterprises. This is the most important task 
of the current urban economic reforn. 


At the symposium, some comrades pointed out: We must pay attention to the 
planning and management of different professions and trades under the 
guidance of state plans in order to avoid the appearance of new barriers 
between different departments and the duplication of production and con- 


struction programs. 
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All participants unanimously maintained: The reform of the leadership 
system of industrial enterprises is aimed at the gradual separation of 
government administration from enterprise management based on all levels, 
and streamlining the administration and delegating powers to lower levels 
at all levels of government. After separating government administration 
from enterprise management, the government should use various kinds of 
economic levers to organize multiprofessional industrial companies and 
economic associations and to organize the production and management of 
enterprises. 


On 18 September, Governor Zhao Xiu attended and addressed the symposium. 
Shen Yue, director of the Northeast China Planning Office of Energy and 
Transportation under the State Council, delivered a speech on some ques- 
tions concerning renovation and vitalization of the northeast China 
industrial base. 
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ECONOMIC MANAGEMENT 


JIANGSU REFORMS INDUSTRIAL ENTERPRISE MANAGEMENT 
OWO91001 Beijing XINHUA Domestic Service in Chinese 0737 GMT 6 Sep 84 
[Article by Wei Fuzheng] 


[Excerpts] Nanjing, 6 Sep (XINHUA)--In recent years Jiangsu Province has 
been noted for its rapid industrial development. In 1983 the gross value 
of its industrial production amounted to 56.88 billion yuan, up by 77.5 
percent compared with the 1978 figure. An important measure taken by this 
province is that industrial enterprises, in general, are no longer under 
the direct administration of provincial industrial departments and bureaus. 
Over 99 percent of the industrial enterprises are now under the administra- 
tion of the cities and counties concerned. These cities and counties have 
been given the authority to manage the personnel and financial affairs, the 
property, and the work of supply, production, and sales of the enterprises. 


This industrial administrative system has been implemented for a rather long 
time in Jiangsu. At present there are three categories of provincial 
industrial departments and bureaus according to their relations with the 
enterprises: The first category consists of industrial departments and 
bureaus which do not directly administer enterprises. The light industry, 
textile industry, and chemical industry departments and bureaus belong to 
this category. The second category only have a small number of enterprises 
under their direct administration. For example, the machinery industry 
department only has 4 enterprises under its administration, while more than 
750 enterprises have been put under the administration of the cities and 
counties concerned. The third category are those which administer most 
enterprises in their respective fields. There are only a few departments 
and bureaus in this category, mainly those concerned with transportation 
and grain supply. 


This system has had the following advantages in developing the economy of 
Jiangsu Province: 


It has aroused the initiative of the local authorities to raise funds for 
developing industry on their own. This has accelerated the industrial 
development in the province. 





It has done away with the restrictions due to administration by different 
departments and has facilitated cooperation among enterprises in the same 
city but in different specialized fields so that they may exploit the local 
favorable conditions to jointly develop “highly competitive” products. 


It has stirred up the initiative of cities to improve the supply of 
materials. 


It has helped and motivated the development of industry on the outskirts of 
cities and in villages and towns. Some city enterprises have asked fac- 
tories in nearby villages to supply certain parts or do certain processing 
work in order to lower their production costs or to increase output. This 
has accelerated the growth of village and town industry. 


Without the need to administer enterprises directly, the provincial indus- 
trial departments and bureaus have been relieved of a great deal of admin- 
istrative work, and their personnel have been reduced considerably. 
Statistics show that there were only 968 staff members working in the 
industrial departments and bureaus of Jiangsu Province at the end of 1982, 
even though organizational restructure had not been started at that time. 
This number was less than the personnel of industrial departments and 
bureaus of most provinces, municipalities, and autonomous regions. 
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ECONOMIC MANAGEMENT 


GANSU HOLDS MEETING TO DISCUSS STRUCTURAL REFORM 
HK111550 Lanzhou Gansu Provincial Service in Mandarin 1100 GMT 10 Sep 84 


[Text] The provincial CPC committee and government today held an on-the- 
spot meeting in the Lanzhou Petrochemical Machinery Company to listen to a 
report by the Lanzhou Petrochemical Machinery Company on reform of the 
economic structure and to resolve some problems which need to be urgently 
resolved in production and work. 


The Lanzhou Petrochemical Machinery Company was established on 15 August. 
The general reform principle of the company is to build th2 company into 

an economic entity owned by all people which has a status of legalis homo, 
carry out independent business accounting, and assume sole responsibility 
for its own profits and losses. The company assumes economic responsibility 
to the state. 


In management, it will exercise unified leadership; conducts management 
level by level; carries out independent business accounting; assumes sole 
responsibility for its own profits and losses; divides production, supply, 
and marketing in a rational way; and manages human resources, property, 
and financial resources in a unified manner. 


In business operations, it will gradually develop a combination involving 
different areas and departments, and will practice level by level various 
contracted economic responsibility systems. 


In distribution, it will rely mainly on economic means and carry out 
distribution according to the results of various units in business opera- 
tions. It will abandon egalitarianism and the practice of eating out of 
the same big pot. 


Responsible comrades of the provincial CPC committee and government Chen 
Guangyi, Jia Zhijie, and Hou Zongbin attended the meeting. (Sun Ping), a 
responsible person of the liaison group of the Central Commission for 
Guiding Party Rectification, also attended the meeting. Provincial Vice 
Governor Chen Guangyi and provincial CPC committee Deputy Secretary Jia 
Zhijie, respectively, delivered speeches. They encouraged the Lanzhou 
Petrochemical Machinery Company to firnly grasp implementation, continu- 
ously carry out reform, set an example, and make more contributions to 
further promoting in-depth development of reform of the economic structure 
in the province. 


CSO: 4006/776 


62 





wP. 


ECONOMIC MANAGEMENT 


QINGHAI CONFERENCE ON COMMERCE CALLS FOR REFORM MEASURES 
HK100420 Xining Qinghai Provincial Service in Mandarin 1100 GMT 9 Sep 84 


[Text] The Qinghai provincial conference of commercial bureau and supply 
and marketing cooperative directors which closed on 5 September suggested 
that the province should concentrate its efforts on the separation of 
government work from enterprise management in making a breakthrough in the 
reform in commerce, try its best to enliven the wholesale business, and 
ensure the simultaneous development of state-owned, collective, and private 
enterprises. The provincial commercial department and autonomous prefec- 
tural, prefectural, city, and county commercial bureaus should change their 
economic relationship with wholesale and retail enterprises as their subordi- 
nates, and delegate to these enterprises the power to allocate human, 
financial, and material resources so that they can strengthen their 
adaptability and keep initiative in their own hands in face of the competi- 
tion arising from multi-channel trade, give full play to their flexibility 
in enterprise operation, expand their purchase and sale volume, and improve 
economic results. 


It is necessary to restructure the wholesale system and devote great efforts 
to enlivening the wholesale business. Comprehensive or single trade indus- 
trial product trade centers should be established in various localities so 
as to break with the old rules and practice the system of on-the-spot selec- 
tion of goods, free purchase and sale of goods, on-the-spot delivery of 
goods after payment, and direct contact between the producer, the supplier, 
and dealer. The principle of the simultaneous development of state-owned, 
collective, and private enterprises must be implemented in various localities 
so that the initiative of retailers and the catering trade can be brought 
into full play and the problems of inconvenience in purchasing and selling 
goods and shortage of catering and repairing service can be resolved. It is 
necessary to establish more grassroots procurement and marketing units in 
the rural and pastoral areas and to encourage peasants and herdsmen to 
engage in the specialized purchasing and marketing trade. The peasants and 
herdsmen can pool funds to establish nationality cooperative commercial 
firms in the pastoral areas. State-run commercial supply and marketing 
cooperatives should support these firms and should never discriminate 
against them. 
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ECONOMIC MANAGEMENT 


GUANGXI HOLDS TELEPHONE CONFERENCE ON ENTERPRISE CONSOLIDATION 
HK101158 Nanning Guangxi Regional Service in Mandarin 1130 GMT 9 Sep 84 


[Text] At the recent regional telephone conference on enterprise consoli- 
dation, Wang Rongzhen, vice chairman of the regional people's government 
and chairman of the regional economic committee, emphatically pointed out: 
With the spirit of reform, we must bring along the all-round consolidation 
of enterprises, must do well in reducing deficits and increasing surpluses, 
and must raise enterprises’ economic results so that production in the last 
4 months can markedly increase. 


The quality of the work of consolidating enterprises in our region has 
improved on the whole. This work has been speeded up. By the middle of 
August, 137 state-run industrial enterprises throughout the region had been 
checked and accepted as being up to standards after consolidation, account- 
ing for 8.8 percent of the total number of the enterprises to be consoli- 
dated. Of the /2 large and medium-sized key enterprises included in the 
state plan for examination, 30 have been checked and accepted as measuring 
up to standards. The region has readjusted 752 leadership groups of state- 
run industrial enterprises, accounting for 48.5 percent of the total number 
of the leadership groups to be readjusted. The leadership groups of the 72 
large and medium-sized key enterprises have all been readjusted. After 
consolidation, checking, and acceptance, the economic results of the enter- 
prises have been found to be generally greater than those of other enter- 
prises. According to statistics compiled on the basis of 26 large and 
medium-sized key enterprises that have been checked and accepted as being 
up to standards, the output value of these enterprises is higher than that 
of other enterprises by 7.1 percent, their profits are higher than those of 
others by 9.7 percent, and their profits and taxes submitted to the state 
are 6.5 percent higher. However, the work of consolidating enterprises in 
our region has not progressed quickly and has differed very greatly from 
that in our fraternal provinces and municipalities throughout the country. 


Therefore, Vice Chairman Wang Rongzhen stressed in the telephone confer- 
ence: With the spirit of reform, we must foster the all-round consolida- 
tion of enterprises. Without reform, enterprises have no vitality and 
consolidation cannot develop in depth. If we do not lay a good foundation 
for consolidation, reform of enterprises cannot be successfully carried out. 
At present, enterprises that have not been checked and approved, must 
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organically link five aspects of consolidation work with the task of reform, 
must make unified arrangements, and must carry out this work simultaneously. 
Enterprises that have been checked and accepted as being up to standards 
must further do well in consolidation and promotion work. In accordance 
with the requirements for reform, they must carry out reform in an all- 
round way and must aim for the modernization of technology, management, 

and qualified personnel. 


Vice Chairman Wang Rongzhen also pointed out: In the course of all-round 
consolidation of enterprises, we must continue to reduce deficits and to 
increase surpluses and must raise economic results. We must resolutely 
close, suspend, and amalgamate enterprises whose annual gross deficits 
exceed total wages, whose products are unmarketable, and which have long 
incurred losses, or we must shift them to other types of production. 
Regarding enterprises which incur losses as a result of poor management, 
which do not reduce deficits by the specified time, or which turn profits 
to losses, and regarding enterprises whose deficits increase, no subsidies 
will be given to them. Enterprises which cannot fulfill their quotas for 
reducing deficits must not issue bonuses, and their secretaries and factory 
directors must voluntarily resign or must be discharged. We must implement 
the system in which heads must be responsible for reducing deficits and 
increasing surpluses. It is necessary to investigate and affix responsi- 
bilities to those who fail to fulfill the quotas for reducing deficits 

and increasing surpluses. Leaders of enterprises who make marked achieve- 
ments in the course of reform and consolidation of enterprises must be 
commended and rewarded. 
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ECONOMIC MANAGEMENT 


LINK BETWEEN OWNERSHIP, OPERATION CLARIFIED 
HK190347 Beijing GUANGMING RIBA® in Chinese 2 Sep 84 p 3 


[Article by Xiao Liang [2556 0081]: "An Inquiry Into the Relationship 
Between the System of Ownership and the Form of Operation"] 


[Text] Making a Distinction Between the System of Ownership and the Form 
of Operation Is Beneficial to the Reform 


The reform of the economic system, which we are now carrying out--either the 
reform of the system of contracted responsibilities with payment linked to 
output in rural areas or the reform of the system of substituting taxes for 
delivery of profits in state enterprises in cities--is one being carried 
out within the range of public ownership. This is a form of diverse opera- 
tions under the public ownership of the means of production, which we have 
often talked about. To carry out an economic reform does not mean changing 
production relations, but means reforming those concrete forms of operation 
that cannot suit the needs of the development of the productive forces. 
This is undoubtedly a correct explanation for the relationship between the 
state and the enterprises under the public ownership system, because, com- 
pared with the relationships concerning ownership, possessions, and domina- 
tion, the forms of operation are less important. To make a distinction 
between ownership and forms of operation is beneficial to carrying out the 
reform boldly. As the public ownership of the means of production is the 
basis for the socialist economic system, and the economy of the ownership 
by the whole people is the leading force of the national economy, during 
the economic reform, it is necessary to adhere to the public ownership of 
the means of production and protect both the ownership by the whole people 
and the ownership by the collective in the course of enlivening the economy. 
How can we enliven the economy? We can do it mainly through changing the 
forms of operation. 


The forms of operation and the ownership of the means of production cannot 
be lumped together. For example, although there are certain differences 

in the concrete practice of the contract and lease systems, which were also 
adopted by feudal and capitalist societies in the past, they cannot be 
regarded as the same thing as the ownership of the means of production. 
Thus, to make a distinction between the system of ownership and the form 

of operation is not only significant ia sheory, but is also important in 
practice, which provides us with a basis for the economic reform. 
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Studying the Relationship Between the Form of Operation and Ownership 
System 


However, the form of operation is also related to the ownership of the 
means of production. Therefore, we must not think that the current reform 
of our economic responsibility system has nothing to do with the readjust- 
ment of the ownership system. For example, if one says that the imple- 
mentation of the system of contracted responsibilities with payment linked 
to output in the countryside is merely a change in the form of operation 
without any readjustment of the collective ownership system, one will find 
it difficult to explain the following facts: The specialized households, 
which bear the characteristics of the individual economy, have greatly 
developed; there have appeared more and more private means of production 
(including large-scale productive implements); and new combines volun- 
tarily organized by the peasants have emerged everywhere. The situation 
is the same in the cities: A large number of small state enterprises have 
been contracted or leased to staff and workers for collective or individual 
management; does tiis not mean that the collective ownership has been 
expanded? If the form of operation had nothing to do with the ownership 
system, then how could we understand Marx saying that “the ownership system 
is the summation of production relations"? In my opinion, it is wrong to 
lump together the ownership system and the form of operation; it is also 
wrong to completely separate the two. Therefore, in the reform of the 
economic system, we must not neglect the study of the ownership system. 


Changing the Viewpoint That the Enterprises Owned by the Whole People Must 
Be Run by the State 


Some comrades hold that the economy characterized by the ownership by the 
whole people must take the form of state economy, in other words, should 
only be run by the state. In my opinion, this theory does not hold water 
and is contradictory to the practice of our reform. 


Of course, in the present stage, only the state can represent the whole 
people. However, we must not equate operation and ownership. At present, 
an important step in substituting taxes for the delivery of profits has 
already been taken in China's reform of the system of ownership by the 
whole people. Small state enterprises can be contracted or leased to the 
collectives or individuals, or can just pay taxes to the state as collec- 
tive enterprises do. Thus, the form of operation has been changed without 
changing the system of ownership by the whole people. In other words, the 
enterprises owned by the whole people can also be run by the collectives 
and individuals rather than merely by the state. Practice has proved that 
many small enterprises have benefited from this. If one continues to 
follow the beaten path and holds that the ownership by the whole people can 
only adopt the form of state economy, one is sure to fail. 


Comprehend the Meanings of Operation and the Form of Operation in a 
Scientific Way 


Operation means hand!ing, management, organization, research, and working 
out plans. It covers a wider range than management. Management can be 
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included in the sphere of operation. The purpose of operation is to achieve 
the greatest possible economic results by means of certain human, material, 
and financial resources, or to achieve certain economic results by means of 
the fewest possible human, material, and financial resources. It should at 
least include the following: 


1) The selection and determination of objectives, including such problems 
as what to produce, how large the producticn scale should be, where the 
market will be, and where to sell the products. 2) The organization of 
human, material, and financial resources, especially human resources, 
including the selection of suitable people for organizations and clarifying 
their responsibilities, power, and treatment. 3) The balance of relations 
between various departments and individuals in their routine production and 
management so as to solve their problems as soon as possible. This is aimed 
at organizing an organic combat entity so that the role of the collectives 
and coordination can be brovght into full play. 4) Policy decisions, 
including strategic policy decisions and decisions on major issues. To 
this end, it is necessary to keep abreast of the development of the market 
and study scientific and technical information as well as the needs of the 
market, so as to adopt emergency measures in good time when necessary. 

5) Doing a good job in balancing production, supply, and marketing as well 
as coordination both inside and outside the enterprises. 


The formation of operation should be able to clearly explain the following 
four questions: 1) Who is the owner and the main body of management? 
Generally speaking, the two need not necessarily be the same. If they are 
not the same, the problem of transferring management may also emerge. 2) Who 
is the subordinate body of management--a factory, a shop, or a certain under- 
taking? 3) What is the form of operation--lease, contract, or on commis- 
sion? 4) What are the result and demands of the operation, and what is the 
objective? For example, the required output and production tasks should be 
made clear. 


From the above analysis we can see that the essence of operation and the 
form of operation is to clarify and determine the main body of operation 
and to clarify the relations between the owners and operators of the means 
of production in the three fields of responsibility, power, and interests, 
as well as the relations within the enterprises in these fields. 
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ECONOMIC MANAGEMENT 


GANSU LEADER OUTLINES REFORM, POLICY ISSUES 
HK230333 Lanzhou Gansu Provincial Service in Mandarin 1100 GMT 22 Sep 84 


[Text] This morning, after hearing a report on the plan for comprehensive 
reform of the urban economic setup in Tianshui city, a responsible comrade 
of the provincial CPC committee and government made an important speech in 
which he stressed: In current reform and policymaking work, the leaders 
at all levels must succeed in eliminating 10 things and upholding 10. 


He said: They must resolutely eliminate the fear of making mistakes and 
persistently regard the party's policy of enriching the people as the 
starting point in policymaking. They must eliminate the idea that the 
State should be responsible for undertaking all construction projects and 
uphold the principle of simultaneous action by the state, the collective, 
and the individual. They must eliminate the iron ricebowl and uphold the 
principle of distribution according to work. They must eliminate separa- 
tion of urban and rural areas and uphold the joining up of urban and rural 
areas, promote multilayer development, and do a good job in serving the 
peasants. 


In agriculture, it is necessary to eliminate the idea of concentrating on 
grain and persistently organize simultaneous promotion of agriculture, 
industry, and commerce. It is necessary to eliminate the closed-door 
notion and persistently take advantage of the superior features, relax 
the policies, and open up to other provinces, cities, and countries. 


The responsible comrade pointed out: Lack of separation between government 
administration and enterprise has long been a major defect in our economic 
management system. It is therefore necessary to eliminate the substitution 
of government administration for enterprise management and expand enter- 
prise decisionmaking powers. It is necessary to eliminate policies that 
restrict consumption and persistently promote consumption. It is necessary 
to eliminate the closed circulation setup and persist in organizing an open 
and multichannel system with few links. It is necessary to eliminate the 
old conventions of simply relying on administrative measures and orders to 
run the economy, and persistently act according to economic laws. We must 
apply the regulatory and lever roles of the economy to run the economy. 


The responsible comrade stressed in conclusion: Leaders at all levels must 
brace their spirits, work hard, do a good job in investigation and study, 
continually solve new problems that crop up in reform, and carry out in 
depth the comprehensive reform of the province's economic setup. 
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ECONOMIC MANAGEMENT 


HUBEI VICE GOVERNOR ON FUTURE REFORM ISSUES 
HK230357 Wuhan Hubei Provincial Service in Mandarin 1100 GMT 22 Sep 84 


[Excerpts] In his report on reforms of the economic setup made at the lith 
meeting of the 6th provincial people's congress standing committee, Hubei 
Vice Governor Wang Libin stressed: In future reforms, the province must 
focus on strengthening the vitality of the enterprises and center on 
developing commodity production in making arrangements for synchronous 
reforms. We must ensure that reforms advance steadily under leadership 

and in a planned and measured way. 


Comrade Wang Libin pointed out: In reforming the rural setup, we must make 
rational arrangements for three structures. First, the structure of field 
cultivation; we must properly arrange the proportions of grain and indus- 
trial crops. Second, we must expand the structure of large-scale agricul- 
ture and strengthen the development of animal husbandry, forestry, and 
fisheries. ‘Third, we must readjust the entire structure of agricultural 
production. Apart from running agriculture, we must also run industry, 
commerce, transport, building trade, and service trades, and gradually 
change the situation in which every household grows grain and strives to 
be small but complete. We must guide the peasants to advance toward 
specialized, commodity, and socialized production. 


Wang Libin pointed out: In the current urban reforms, we must first get a 
good grasp of substituting tax payment for profit delivery. We must solve 
the problem of ensuring that the enterprises do not eat out of the big pot 
of the state and the workers do not eat out of the big pot of the enter- 
prises. Secondly, we must streamline the administration and delegate 
powers, and separate government administration from enterprise management. 


Wang Libin said: To speed up the pace of urban and rural reform, we must 
get a good grasp of the synchronous reform of the political and economic 
systems. We must first do a good job in reforming the planning setup, and 
uphold the principle of regarding planned economy as the dominant factor 
and regulation by market mechanism as supplementary. We must reduce the 
number of mandatory plans and expand guidance plans and the scope of regu- 
lation by market mechanism. We must institute a variety of planning 
responsibility systems. We must apply the law of values and make flexible 
use of economic levers. 
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ECONOMIC MANAGEMENT 


XIAN CITY CPC COMMITTEE SPEEDS UP URBAN REFORM 
OW211145 Beijing XINHUA Domestic Service in Chinese 0141 GMI 14 Sep 84 
[Report by Hua Nianlun] 


{Excerpts} Xian, 14 Sep (XINHUA)--In the course of party rectification, 
the Xian City CPC Committee made a serious effort to investigate into the 
reason for the city's slow economic growth. Based on the findings, it 
corrected mistakes while carrying out party rectification and accelerated 
its pace of urban reform. The gross value of industrial production in the 
city for the first 8 months of this year showed a 12 percent rise over last 
year's corresponding period, while much greater economic results were 
achieved. This was a good situation which had not been experienced for 

the past several years. 


In the spirit of correcting mistakes while carrying out party rectifica- 
tion, the city party committee and government decided that those units 
engaged in party rectification should, first of all, concentrate their 
efforts on liquidating the “leftist” ideas and conducting education in 

the complete negation of the “Cultural Revolution” and use this as a 
motive force to spur on the work of urban reform. After taking account 

of the actual conditions of this city, they put forward 30 reform measures, 
which included simplifying administration, delegating power to lower levels, 
enlivening enterprises, invigorating commodity circulation, reforming the 
personnel management system and the work of education, science, and tech- 
nology, and opening to the outside world. These measures resulted in a 
remarkable advance in the reform of the city's economy. 
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ECONOMIC MANAGEMENT 


DEVELOPMENT OF TOWN, TOWNSHIP ENTERPRISES REPORTED 
HK120937 Beijing RENMIN RIBAO in Chinese 9 Sep 84 p 1 


("Facts and Figures" column: “Town and Township Enterprises Are Now on the 
Rise” | 


[Text] A new record has been set in the development of China's town and 
township enterprises since the readjustment after the 3d Plenary Session of 
the llth CPC Central Committee. By the end of 1983, the income of town and 
township enterprises from selling products and labor services had reached 
more than 92.8 billion yuan, an increase of 120 percent over 1978, at an 
average annual rate of increase of 16.6 percent. At present, there are 
already 209 counties in the country whose total income from town and town- 
ship enterprises has reached or exceeded 100 million yuan. 


A prominent characteristic of the development of China's town and township 
enterprises is that industrial enterprises constitute a large proportion of 
them. Their total income makes up 74 percent of that of all town and town- 
ship enterprises, symbolizing that China's rural economy has entered a new 
stage of development. In 1983, the total industrial output value of China's 
town and township enterprises reached 75.71 billion yuan, accounting for 12 
percent of China's total industrial output value. This was an increase of 
500 percent over 1949. In old China, there were only some small handicraft 
industries in the countryside, represented by the “five craftsmen" (black- 
smiths, carpenters, bricklayers, stonemasons, and those making articles 
from bamboo strips) and the “four mills” (grinding mills, bean or potato 
processing mills, oil mills, and beancurd mills). There was almost no 
industry in the countryside. At present, some 740,000 enterprises have 
been established, engaging in more than 10 trades, including machinery, 
coal production, chemicals, textiles, papermaking, construction, food- 
stuffs, fodder, and energy resources. The products of some town and town- 
ship enterprises now occupy an important position in China's total industrial 
output. The raw coal produced by town and township enterprises in 1983 
accounted for 23 percent of the national total output, the cement accounted 
for 14 percent of the total, phosphate fertilizer for 63 percent, agricul- 
tural chemicals for 15 percent, and bricks, tiles, plaster, and medium-sizec 
and small farm tools for from 75 to 90 percent of the national total output. 
This makes town and township enterprises an important force in China's 
national economy. 





The vigorous development of town and township enterprises has brought huge 
economic returns to both the state and the peasants. From 1978 to 1983, 
these enterprises turned over to the state 2.08 million yuan in taxes and 
provided jobs for 32 million people, who received a stable income of more 
than 10 billion yuan a year without leaving their hosetown. Some of the 
profits of these enterprises have been used for the purposes of expanded 
reproduction and distribution within the colle :tive, and some have been 
invested in projects to improve conditions for agricultural production. 
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ECONOMIC MANAGEMENT 


BRIEFS 


TIANJIN ECONOMIC COOPERATIONS--Since May 1983, Tianjin municipality has 
cooperated with the National Defense Science, Technology, and Industry 
Commission. As of early August 1984, they signed a total of 109 economic 
and technological cooperation items on transfer of military technology 
for the production of products for civilian use, of which 49 items have 
already been put into production in Tianjin. It is estimated that another 
25 cooperative items will be completed by the end of this year. Upon 
completion, all these cooperative items will create 160 million yuan of 
output value, add some 20 million yuan of profits, and conserve 6.16 
million kWh of electricity, 860 tons of oil and 5,000 tons of coal. 
Application of these cooperative items will help Tianjin in promoting 
technological progress, transforming key enterprises, and developing 
major products. [Summary] [SK211435 Tianjin TIANJIN RIBAO in Chinese 

23 Aus 84 p 1} 
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FINANCE AND SANKING 


BRIEFS 


LIAONING TRUST-INVESTMENT COMPANY--The Liaoning Provincial International 
Trust and Investment Company has vigorously expanded economic cooperation 
with foreign countries. Since its founding 3 years ago, the company has 
established contacts and held talks with more than 150 plants, companies, 
and banks in more than 10 countries and regions, including Japan, the 
United States, Britain, France, and the FRG, and signed cooperation agree- 
ments with 21 foreign banks and monetary organizations. [Excerpt] 
[Shenyang Liaoning Provincial Service in Mandarin 1030 GMT 17 Sep 84 SK] 


LIAONING MONETARY UNITS--Under the leadership of the People's Bank of China, 
a complete monetary system composed of the Industrial and Commercial Bank, 
the Agricultural Bank, the Bank of China, and the Chinese People's Con- 
struction Bank has been established in Liaoning Province. By the end of 
1983, more than 2,300 monetary units had been set up throughout the province 
staffed with more than 40,000 people. Compared with the early post- 
liberation period, savings deposits had increased by 40 times and loans by 
84 times at the end of 1983. [Summary] [Shenyang Liaoning Provincial 
Service in Mandarin 1030 GMT 17 Sep 84 SK] 


TIANJIN SAVINGS DEPOSITS, LOANS--Over the past 35 years, Tianjin has vigor- 
ously developed its banking business. By the end of 1983, its total savings 
deposits increased from 150 million yuan in 1950 to 6.67 billion yuan, a 
43-fold increase. The amount of loans granted to the people increased from 
ll million yuan in the early period of new China to 12.6 billion yuan in 
1983, a 300-fold increase. From 1979 to 1983, the municipal light and 
textile industrial enterprises received some 6.05 billion yuan of bank 
loans. From 1980 to 1984, some 760 miilion yuan of bank loans were granted 
to support technical transformation projects. In the past 3 years, banks 
granted some 780,000 yuan of loans to individual commercial units and 

credit cooperatives collected a total of 540 million yuan of idie funds 

from society and granted some 240 yuan [as received] of loans to the people. 
[Summary] [Tianjin City Service in Mandarin 1430 GMT 17 Sep 84 SK) 


SHANDONG INSURANCE BUSINESS--Shandong Province resumed domestic insurance 
business in 1980. Over the past 4 years and more, insurance policies pur- 
chased have amounted to 42 billion yuan, ranking third in the country. By 
the end of July, some 24,000 industrial and commercial enterprises and 
489,000 rural families had insured their property. [Summary] [Jinan 
Shandong Provincial Service in Mandarin 2300 CMT 17 Sep 84 SK] 


75 








INDUSTRY 


SHANGHAI INDUSTRY'S ACHIEVEMENTS OVER 35 YEARS 
OW170255 Beijing XINHUA Domestic Service in Chinese 0117 GMT 8 Sep 84 
[Report by Shen Shiwei and Wu Fumin] 


[Excerpts] Shanghai, 8 Sep (XINHUA)--Shanghai has been the source of one- 
sixth of China's revenue since its founding. As the largest industrial 
base in China, Shanghai, in the past 35 years, has delivered 351.8 billion 
yuan of tax payments and profits to the state, enough to build 13 more 
industrial bases like Shanghai at its present magnitude. [According to an 
XINHUA correction sent at 0317 GMT on 8 September, the above should read: 
"Since liberation, Shanghai has delivered enough tax payments and profits 
to the state to build 13 mere industrial bases like Shanghai at its present 
magnitude,” deleting the figure 351.8 billion yuan. ] 


In 1983, Shanghai increased its total industrial output value to 30 times 
that of 1950. The increased output value has been realized, three-quarters 
by tapping the potential of old enterprises and a quarter only by addi- 
tional capital construction. Shanghai's metallurgical industry has built 
only one new steel plant since liberation. By relying mainly on equipment 
renewal and renovation of its older plants, the industry has skyrocketed 
its annual steel output to exceed 5 million metric tons, which represents 

a thousandfold increase compared with the early postliberation period. 
Today's Shanghai can produce, in a day, more steel than old Shanghai could 
produce in 2 years. Its steel products now have over 1,200 varieties, with 
some 22,000 specifications in rolled steel. While only a repair and assen- 
bling trade in the early postliberation period, Shanghai's machinery and 
electric equipment industry can now design and produce, by itself, more 
than 18,000 varieties of products in over 100 categories. These inc.ude 
300,000-kilowatt electricity generating units, complete sets of large 
metallurgical equipment, large electronic magnifiers, and so on. The 100- 
year-old Shanghai textile industry has systematically replaced its old 
looms, and carried out three “heart transplant" operations on all its fine- 
yarn spinners. With less spindles than in the early postliberation period, 
Shanghai can now produce twice as much cotton yarn as in that period. In 
recent years, half its textiles have been exported. 


Since the founding of new China, Shanghai's input-output ratio has been on 
the average of 1 to 1.9. If the second phase projects of Baoshan Steel 
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Complex and the Shanghai General Petrochemical Plant are not counted, 
be:ause they have not been put into operation, the input-output ratio 
would then be 1 to 2.5. Im other words, every 1 yuan investment can 
increase to 2.5 yuan of output. This is 1.5 times the nation's average. 
Shanghai's national income and social lahor productivity in 1983 were 5.6 
times and 3.9 times as much as the nation's average for the same year. 
The per-worker profit and tax created in Shanghai are nearly twice the 


. | 
nation’s average. 


Since 1983, Shanghai has signed as many new technology import agreements as 
it did in all the 4 previous years combined. It is transplanting new tech- 
nology to traditional industry. The application of microelectronic 
technology in particular, in transforming the primary equipment and key 
products of the old enterprises, has enabled the traditional industry and 
products to emerge and blossom in radiant splendor once again. Shanghai 
municipality is also beginning to build such new industries as micro- 
electronics, new type materials, bioengineering, optical fiber communica- 
tions, laser, maritime piojects, and robots. 
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INDUSTRY 


GEOLOGICAL DRILLING EXPLORATION IN SHANXI DESCRIBED 


Beijing TANKUANG GONGCHENG [EXPLORATION ENGINEERING! in Chinese No 2, 84 
pp 31-33 


[Article by Yang Shuhuai [2799 2885 2849] and Wu Zhenwei [2976 2182 1218]: 
"Selected Experiences in Prospecting Engineering in Shanxi Province--Thirty Years 
of Geological Exploration Drilling in Shanxi" ] 


[Text] Exploration drilling in the Shanxi geological system has moved from 
nothing to something and from the small to the large under the correct leader- 
ship of the CPC since 1953. It has been exactly 30 years now. Following the 
continual development of geological prospecting in Shanxi, exploration drillin 
has become an indispensable and important measure for geological surveying 

and prospecting. A total of 3.24 million meters of exploration drilling has 
been completed over the past 30 years in surveys and prospecting for metallic 
and nonmetallic ores, for coal and petroleum, and in hydrogeology, engineering 
geology, national defense engineering surveys and farmland water supplies. 
Geological prospecting reports have provided geological information for 1,222 
different geological surveys. 


We began with 2 drilling rigs and 118 employees in 1953. The monthly efficiency 
of the rigs was only 47 meters then. The North China Geology Rureau of the 
Ministry of Geology established a “Shanxi Office” in Taiyuan in 1956. It was 
expanded to the “Shanxi Province Geology Office (Bureau)" in 1958 and remains 

so today. 


The development of geological prospecting in Shanxi has meant continual increases 
in the number of drilling teams. The maximum was in 1960, when we were running 
110 drilling rigs. There were 1,556 drilling workers (including 97 installation 
workers) and 719 rig maintenance workers at the end of 1981, 


© 


There have been several main stages in the development of drilling 
exploration in the Shanxi geological system: 


1. The Stage of Preliminary Development From 1953 to 1957 
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In order to meet the demand for mineral resources in the First 5-Year Pian, 

we carried out prospecting surveys of coal, limestone, pyrite, gypsum and 
other minerals and provided reliable geological data for the timely submission 
of reports. 


During this period, most of the drilling equipment was Models 300 and 500 hand- 
operated drilling rigs, Models 100/30 or 200/40 sludge pumps, and Model H-22 
horizontal 25-horsepower diesel rigs, all copied from the Soviets. The 

Ministry of Geology trained the Zhongtiaoshan team to use the 3N0-300 hydraulic 
drilling rig in 1956 and later began using hydraulic drilling rigs. Carbide 

and iron sand drilling predominated at that time, using outdated “light pressure, 
slow turning and limited water supply" techniques. A total of 263,833 meters 
had been drilled by the end of 1957. Rig efficiency increased from 47 meters 

in 1953 to 210 meters and unit costs dropped from 112 yuan to 53 yuan. 
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2. The Period of Substantial Developmert and Improvement from 1958 to 1962 


Illuminated by the brilliance of the party's overall line for socialist 
construction, the broad masses of employees carried out prospecting surveys 
for iron, copper, graphite, mica, lead and other minerals. At the same time, 
they also did a great deal of work in hydrogeolovical exploration and farmland 
water supply exploration. 


There were some improvements in drilling exploration equipment during this 
period. The original feeder of the hand-held drilling rigs was replaced with 
a hand wheel, and a continuous drive veversing lever was also put into use. 
This was the preliminatry mechanization of the feeding procedure. During 

the raising and lowering procedure, they also extended the Tangshan-style 
pipe twister, the Guanmenshan-style lifter, a simplified hand-carried pipe 
swinging frame, a movable work platform and other equipment which permitted 
the towers to be operated without people for the tirst time. There also was 
an increase in the number of hydraulic drilling rigs. These greatly improved 
conditions for the workers, reduced the amount of physical labor and improved 
net drilling times. 


In the area of drilling techniques, alloy drilling expanded the scale of the 
“two large, one big, one small and one good" rapid drill bit technologies. The 
Simm and 75mm diameter tips were in wide use. They expanded the scope of alloy 
drilling and improved drilling efficiency. The Qincheng team set a new record 
by drilling 1,000 meters in iron ore in a single month. High-quality steel 
shot, reinforced drill bits, continuous sand feeding and rapid standards were 
adopted for shot boring. These led to substantial improvements in both time 
and rig efficiency. 


Water shortages, leakage, difficult water drawing and other water-related times 
accoutned for more than 40 percent of total rig time druing a bauxite prospecting 
survey at the end of 1959. Open-air drilling was successfully employed for 

the first time with obvious beneficial results. Time efficiency improved four 
times during drilling in grade three to four rock strata and by one to two times 
during drilling in grade five to seven rock strata (see TANKUANC GONGCHENG, 

No 8 1960). 
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From 1960 to 1962, we organized well drilling to fight the drought and drilled 
a total of 130,000 meters. This effectively assisted agricultural production. 
The Ministry of Geology convened a drilling technology experience exchange 
meeting at Yuci. At the end of 1962, a hydrology team used a Model YKC-20 
percussion drill to drill large diameter (500 mm) mechanical wells of constant 
diameter at Zhangqing and Yanwu in Yuci. The water flow from the wells was 
seven to nine times greater than from small diameter (300 mm) mechanical wells. 
The “Operational Rules for Hydrology and Water Well Drilling Exploration" also 
were formulated at this time. 


There were also new developments in the use of high-quality muds for drilling 

in compex strata. The Wutaishan team used coal-alkali mud to easily pass through 
water-gushing strata in a mining region. In the area of engineering quality, 

the Qincheng team used webbed double pipe fitted with a coring antipercussion 
drill and guaranteed the sampling rate for fock and mineral cores. The No 217 
team used a pumpless drill in a graphite mining region and guaranteed ore 
quality. Fixed-disk gradiographs were adopted for use in magnetic ore mining 
regions. 


A total of 555,769 meters were drilled during this period and rig efficiency 
increased from 148 meters during the First 5-Year Plan to 263 meters. Unit 
costs decreezsed from 49 yuan during the First 5-Year Plan to 44 yuan. 


3. The Period From 1963 to 1965 Was One of Consolidation and Improvement 


We carried out surveys and prospecting for iron, copper, mirabalite and other 
minerals during the 3-year period of readjustment. There were a maximum of 24 
drilling rigs in operation. We concentrated on political and ideological work 
at the time, so employee spirit was good and every ‘nit achieved the best 

levels in production, technology and management. For this reason, Shanxi 
achieved advanced national levels at the time in iron ore and limestone drilling 
rig efficiency (average rig efficiency was 486 meters for iron ore and 516 
meters for limestone). At the same time, we also created the highest record in 
the area of average monthly rig efficiency and time utilization rates (rig 
efficiency reached 378 meters and net drilling time reached 47 percent in 1963). 
Compared with the Second 5-Year Plan, rig efficiency increased form 247 meters 
to 296 meters and unit costs dropped from 44 yuan to 29 yuan. 


In the area of drilling equipment, we increased the proportion of hydraulic 
drilling rigs and there was further consolidation and improvement in the 
mechanization of feeding, raising and lowering procedures. There were 
improvements and advances in the lifting load and transportation distance of 
aerial tramways and in installation methods. In the area of drilling techniques, 
the extension of reverse spray-jet drill (curved-pipe type at that time) led 
to substantial advances in the areas of improving engineering quality, over- 
coming drilling problems in coiuplex strata and others. In the area of 
hydrological drilling exploration, the bureau organized a conference on water 
supply engineering at Xizhang in Taiyuan, collected the drilling rigs from 
seven departments and completed water supply tasks in less than a year. Four 








of the rigs were Model YKC-22 rigs that used 22-inch bits to drill wells as 
deep as 140 meters in pebbly Quarternary strata. This met the needs of water 
resources exploration and made a certain contribution in searching for and 
developing underground water resources in Taiyuan. In the area of drilling for 
special minerals, in prospecting for alluvial gold ore in 1965, they successfully 
tried and used a steel-cable percussion drill to drill for the alluvial gold 
ore (this was called "drilling on the beach"). The method was introduced 
during the First National Conference on Mineral Exploration Engineering 
Sciences in 1965 and attracted the attention of related departments. During 
exploration for mirabalite in a salt lake in March of the same year, they 

used saltwater filling, mud-wall protection and on-ship construciton to 

easily complete the drilling exploration tasks. In the area of management, 
apart from earnestly adhering to the system of relevant ministry regulations, 
the bureau also formulated and implemented an “Engineering Technology Reporting 
System for Completed Mineral Prospecting in Mining Regions" that received 
attention from the Ministry of Geology. 


4. Drilling Exploration Work Was Seriously Damaged From 1966 to 1976, But 
Some New Technologies Were Adopted 


Interference and sabotage by Lin Biao and the gang of four seriously affected 
and damaged mineral exploration and production. Management was chaotic, 
production declined and costs increased. Production indicators fell during 
the third and fourth 5-Year plans. Rig efficiency was 223 and 200 meters, 
respectively, and costs increased to 45 and 58 yuan, respectively. There were 


some developments in new drilling exploration technologies in the early 1970's, 
however, due to strengthened management of mineral prospecting engineering and 
developments in science and technology. In coordination with the Prospecting 
Institute, the Wuxi Drilling Exploration Tools Plant, the Beijing Prospecting 
Plant and other units, the bureau carried out experimental work in the No 214 
team on drilling rods, locking joints, circular connecting hoops, steel emery 
drill bits, high frequency quenching rock core tubes and other new products 

in the Laobaotan mining region in November 1968. A planning conference held in 
Tianjin at the end of 1969 agreed to the use of small-diameter diamond drills 
in Shanxi in order to solve problems of low drilling efficiency in hard rock 
layers during supplementary exploration at an iron mine. They drilled two 
holes in the mining region from 1970-1971 and completed about 1,000 meters of 
work. This gave a preliminary indication of the superiority of diamond 
drilling. A maximum of seven small-diameter drilling rigs were in operation 
by 1976. They completed 7,192 meters with a righ efficiency of 248 meters. 


Petroleum surveys have been underway in the Qinzhong and Bishui basins since 
1972. They are using one Model 2DH-75A and ore Model 3DH-200 drilling rig, and 
the deepest well has been 3,301 meters, 


in the area of carbide drilling, the No 2 drill of the No 212 team set a rig 
efficiency reccr* of 1,000 meters (skarn-type) and in 1974 the team successfully 
made a need) yy block which was supplied throughout the province. Fairly 
good results achieved in layered drilling in medium-hardness strata. 











5. The Period From 1977 To the Present Has Been One of Comprehensive Develop- 
ment of New Technologies and Multiple Drilling Techniques 


Geological drilling exploration work entered a new stage with the smashing of 
the gang of four. A change in the focus of geological work and the development 
of small-diameter drilling technologies brought new problems such as ever- 
deeper drilling and a corresponding increase in the proportion of survey 
drilling. There was a substantial increase in the difficulty of drilling 
exploration construciton. Research on adoption of multiple drilling techniques 
has become an urgent task in drilling exploration production during the current 
period. 


While they were developing common diamond drilling rigs, two teams also started 
up a maximum of six diamond wire-line coring drilling rigs beginning in 1980 and 
completed a total of 9,686 meters of work. Average rig efficiency was 308 meters 
(it reached an average of 516 meters per rig in 1982). The current drill lift 
interval is 10 to 12 meters (the highest drill lift interval reached 113.88 
meters). A total of 156, 969 meters was drilled with small-diameter drills 

from 1970 to 1981 (including holes drilled entirely with 75 mm alloy drills). 
Average rig efficiency was 254 meters, with a maximum average of 318 meters. 
This greatly exceeded the production levels using large diameter shot and alloy 
drills under the same conditions. The No 214 team has manufactured 417 diamond 
drill bits since 1979. 


New advances have also been made in muds and hole protection. All the teams are 
now using clay powder and several types of mud processing agents such as 
chroming agents, FCLS, CMC, PAM and others. Super high-early cement and geolog- 
ical prospecting cement are being used for wall protection and leakage 
prevention. Lubricating agents such as polypropylene acid amides low-solids 
alurry saponated oil, drill rod filament extraction oil and others are being 
used in small-diameter drilling. After the bureau's Mineral Prospecting 

Science and Technology Team was formally established in 1980, it concentrated 
first of all on preparations for construction of a central slurry laboratory 

for the bureau and created favorable condition for future developments in slurry 
work. Four frontier brigades also have constructed mud laboratories. 


By 1978, drilling exploration equipment had been replaced with Model XU-600-3 
high-speed drilling rigs and some SNB-90 variable pumps. Following reforms 
in drilling exploration techniques, there have also been advances in drilling 
exploration instrumentation. Metal rotary flow meters, remote telemetry flow 
meters, shock-resistant pressure meters, leakage monitors, drill parameter 
meters, small-diameter gyroscopic gradiographs and other instruments are now 
beginning to be used in production. 


In the area of hydrology and water well drilling exploration techniques, three 
hydrology brigades are using new chemical well scouring techniques. The No 1 
hydrology team studied the experiences of other areas and has been using sodium 
pyrophosphate, hexasodium metaphosphate and synthetic household laundry 
detergents alone or mixed for injection into Quarternary and bedrock drill holes 
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to scour wells. The water ouput is generally one to four times greater than 
with mechanical well scouring. Equivalent results were obtained later using 
liquid carbon dioxide for well scouring. The second achievement has been the 
successful preliminary testing and manufacture of water pipes fitted with gravel 
gilters. The third is atmospheric foam drilling. Since 1981, one well after 
another at Yangquan, Taiyuan and other regions with serious water shortages 
tested open-air drilling and open-air foam drilling (the foaming agent was 
alkylbenzene sulfonate--ABS). They have gained a bit of experience and are 
still continuing the experiments. The successful testing of this new technique 
is of great importance for the future development of underground water resources 
in the arid and water-short regions of Shanxi. 


Currently, in the area of multiple types of drilling techniques, we have 

already developed in the direction of adoption of multiple types of abrasives 
(natural and synthetic diamonds, monocrystalline and polycrystalline, common 
alloys and needle alloys), multiple types of drill bits (common natural or syn- 
thetic surfaced or impregnated drill bits, stepped-style, base-spray, etc.), 
multiple diameters (65 mm, and plans to use 75 mm), and multiple drilling methods 
(rotary percussion drilling, fixed-direction drilling, gallery drilling, etc.). 


II 


There have been enormous achievements in geological drilling exploration in 
Shanxi over the past 30 years, and we have much experience. There are, however, 
some gaps. There are large discrepancies in production indicators compared to 
bureaus in brother provinces which indicate to a certain extent the gaps in 
technical and administrative levels. We certainly must try to catch up in the 
future. We have some opinions and viewpoints in relation to this: 


1. Strengthen construction of our ranks. Apart from strengthening ideological 

and political work and proving management, policies should certainly show a 
concern for frontier personnel, especially those at the front line of production, 

We’ must do investigations and studies and earnestly solve problems in wage and 
treatment differentials between drilling workers and those in subordinate positions, 
in making proper arrangements for aged and infirm workers, and in orpranizing 
scientific research groups to make use of the skills of older drilling foreman 

who are preparing to retire to the second line. 


2. Strengthen scientific research work and basic theoretical research. 
Scientific research should stand at the forefront of production. There are too 
few people and inadequate strengths in the bureau's prospecting research teams. 
We should involve even larger forces in scientific research in the future. In 
view of the special characteristics of Shanxi, we should now be involved in 
actively developing reforms in hydrology and water well drilling exploration 
techniques and we should develop research on multiple drilling techniques in 
rock core drilling. 


Fixed direction drilling and rotary percussion drilling are two new techniques 


which are being mos’ urgently developed at present. We should involve the 
appropriate forces and strive to make new advances in the near future. 
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3. Speed up human resovwrcees trainin: im oul ork, we teit that there was an 


ur work, n 
extreme shortage of technical ir nd that the existing technicians needed 
additional improvement. We suggest that training should be given to those who 
will graduate from colleges and technical schools in the next few years and to 
those technicians who are under 45 years of age on a rotating basis by group 
and time period in order to improve their quality and meet the needs of our 


technical school level and should also consider assigning technical school 
graduates as drilling foremen. 


4. We cannot act indiscriminately in the area of drilling techniques, drilling 


exploration equipment and pipe. There were very few tasks for shallow hole 
drilling in previous years and all of the 300 meter drilling rigs are tied up. 


There also has been a serious shortage of shaliow drilling equipment in recent 
years. We have had to substitute medium-depth drilling rigs, which has led to 
wasting of energy resources. We also should not overemphasize the use of only 
56 mm drills for small-diameter drilling, since they have caused many problems 
in dealing with complex strata. 
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INDUSTRY 


HAINAN'S COCONUT PROCESSING INDUSTRY DISCUSSED 
Beijing RENMIN RIBAO in Chinese 25 Apr 84 p 2 


[Article by staff reporter Guo Weicheng [6753 0251 2052]: "A Profound 
Transformation"! 


[Text] As soon as one set's foot on Hainan one sees lofty coconut trees, 
tall and erect, neither trailing nor branching. Beneath their green gowns 
and emerald sleeves hang innumerable coconuts for human enjoyment. Coconuts 
are Hainan's treasure, having been established on Hainan for 2,500 years. 

Yu Hengzhi of the Southern Song Dynasty wrote that on Hainan "the ground is 
covered with arecas and coconuts." To look at Wenchang County is to see 
simply a sea of coconuts. 


On Hainan, for every two coconuts one of them was produced in Wenchang, 

and in Wenchang, for every two coconuts one of them was produced in the 
eastern suburban district. The eastern district has 38,000 people and an 
annual production of 6 million coconuts. The people of the eastern district 
are partial to coconuts and at both marriages and births they plant two 
coconut trees. When a girl gets married her parents select two good seedlings 
for a dowry. When a male child is born, the maternal grandmother also 
carefully chooses two sturdy seedlings to send over, and place is carefully 
chosen for them to be transplanted as a blessing for the newborn child. 

The age-old custom persists year after year and has brought forth today's 
vast sea of coconuts. Many of the coconut trees are more than 100 years 
old. Coconut trees do not compete for space, do not require a lot of labor, 
bear fruit in 7 years and bear continuously for 100 years. Many farm 
households on Jianhua Mountain in the eastern district have relied for 
generations on coconuts for their livelihoods. It could be said that this 
ocean of coconut forest is a local advantage. Unfortunately, not many years 
ago this advantage was not very valuable. At first coconuts were a few fen 
apiece, whereas now they are 2 or 3 jiao apiece. They explain in Wenchang 
that there are 100,000 seedlings, 1.8 million trees and an annual 

production of 12 million to 15 million coconuts, but there is only one 
confectionary to process coconut candy, and coconut carvers and producers 

of coconut-shell charcoal are also scarce. These endeavors utilize only 

3 million coconuts per year. 
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Actually, the entire coconut is prized, and after its multipurpose use: 

are considered its value may increase six or seven times. In the past 
couple of years policies have been liberalized, the economy has been 
stimulated and preasants in the eastern district have successively formed 
various alliances and collected the capital to set up coconut processing 
workshops. They have expanded beyond shredded coconut to nearly 10 types of 
products, including candies, crackers, felt rugs, coconut-shell charcoal 
and coconut-oil soap. Including seasonal! workers the 120 large and small 
processing plants in the region have more than 4,000 personnel engaged in 
these occupations. They have fixed assets of 300,000 yuan and last year 
they processed 5 million coconuts, had a gross output value of 5.37 

million yuan and had a net income of 1.3 million yuan. Of the overall tax 
revenues of 380,000 yuan for the districr, 300,700 yuan are provided by 

the coconut processing industry. The 4 cococonut-milk processing plants 

in the eastern district townships were set up with the 26,000 yuan collected 
by 13 peasant households. They provide employment for 40 people and produc: 
coconut-milk crackers, soft coconut candies and shredded coconut. They 
were built last July, went into production last August and by the end of 
the year their output value had already reached 800,000 yuan. On Jianhua 
Mountain coconuts represent 70 percent of the ag: ‘cultural income. Last 
year the peasauts set up six workshops that had a gross output value of 
180,000 yuan, so this year they again collected capital themselves and set 
up eight processing plants. The peasants have already realized that 
developing the range and quality of production will bring about a daily 
increase in wealth. 


Looking at Hainan overall, exploitation of coconut processing is at the 
lowest level. It is said that there are more than 300 ways to use the 
coconut, but on Hainan there are only 20 or so ways. Hainan still has 

3 million mu of wasteland that could be converted to coconut cultivation. 
If this were completely cultivated the annual output would be 900 willion 
coconuts, and, calculated according to the current processing level, the 
industrial output value would be 1.8 billion yuan. Right now, Hainan 

is in the process of implementing a policy of opening up to the outside 
and stimulating the domestic economy. The region must within a short period 
transform planned coconut production quantities into actual quantities and 
change its natural advantage into an economic advantage. 


12510 
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INDUSTRY 


BRIEFS 


HUBEI INDIVIDUAL INDUSTRY--Hubei has rapidly developed its individual indus- 
try and commerce since the 3d Plenary Session of the llth CPC Central Conm- 
mittee. At present there are 310,000 households engaged in individual 
industry and commerce, involving 410,000 people, which accounts for 0.85 
percent of the province's population and is close to the 1 percent require- 
ment of the state. The province's individual industry and commerce has 
gradually formed its own characteristics, which are the rational distribu- 
tion of sectors and trades; focusing on towns in rural areas in carrying 
out their activities; and new production relations are taking shape between 
some individual industrial and commercial households and specialized house- 
holds in the rural areas. [Summary] [HK100644 Wuhan Hubei Provincial 
Service in Mandarin 1100 GMT 1 Sep 84] 


GANSU OUTPUT VALUE--The province's staff and workers of the industrial and 
communications department have done a good job in production to welcome the 
35th anniversary of the founding of the PRC. In the first 8 months of the 
year, the province fulfilled a total output value of more than 6.454 billion 
yuan, accounting for 69.8 percent of the annual plan, showing a 12.2 percent 
increase over the same period last year. Economic results have risen con- 
siderably, while the quality of products remained stable. Production costs 
of comparable products were reduced by 1.7 percent. Deficits were cut by 

32 percent, while profits handed over to the state increased by 63 percent. 
Volume of railway and highway freight transportation grew by 4.4 percent and 
13.8 percent respectively from the same period last year. [Summary] 
[HK130327 Lanzhou Gansu Provincial Service in Mandarin 1100 GMT 7 Sep 84] 


JILIN LIGHT INDUSTRIAL ACHIEVEMENTS--According to statistics compiled by the 
Jilin Provincial Statistical Bureau, Jilin Province has achieved rapid 
development in light industry over the past 35 years since the PRC's found- 
ing. As of the end of 1983, the province had 6,838 Light industrial enter- 
prises. In the 1979-1981 period, output value showed a yearly average 
increase of 7.9 percent and the net output-value increase reached 1.16 
billion yuan. The provincial light industrial proportion increased from 
39.4 percent in 1978 to 42.5 percent in 1981. [Excerpts] [SK120052 
Changchun Jilin Provincial Service in Mandarin 1030 GMT 8 Sep 84] 
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LIAONING TEXTILE INDUSTRY--Liaoning Province has made rapid development in 
the textile industry. In 1983, over 10,000 varieties of textile products 
were made and over 23,200 colors and designs were produced. From 1951 to 
1965, the amount of cotton cloth imported from other provinces reached 1.1 
billion meters. In the 1970's, the province was more than self-sufficient 
in cotton cloth, and in the past few years, about 50 percent of the 
province's total textile products were sold to other provinces. From 1979 
to 1983, the province sold 700 million meters of cotton cloth and synthetic 
cloth to other provinces, and in 1983 our province sold textile products 
to over 70 countries and regions in the world. [Summary] [SK110544 
Shenyang Liaoning Provincial Service in Mandarin 1030 GMT 8 Sep 84] 


JIANGSU RURAL INDUSTRIAL OUTPUT--There were 58,000 rural enterprises in 
Jiangsu at the end of 1983. The number has increased this year, with the 
addition of new township- and village-run industrial enterprises. Their 
total output value reached 9.2 billion yuan during the first 6 months of 
this year. [Summary] [Nanjing Jiangsu Provincial Service in Mandarin 
1100 GMT 20 Aug 84 OW] 


ZHEJLANG NITROGENOUS FERTILIZER INDUSTRY--Marked progress has been made in 
developing the nitrogenous fertilizer industry in Zhejiang Province. It 
now has 53 smail plants employing some 30,000 workers and producing 1.5 
million tons of standard fertilizer a year. [Summary] [Hangzhou Zhejiang 
Provincial Service in Mandarin 1030 GMT 30 Aug 84 OW] 


DAQING'S ACHIEVEMENTS REVIEWED--Dacing, 13 Sep (XINHUA)--Since 1966, Daqing 
Oil Field has topped the nation's industrial and mining enterprises in terms 
of annual profit and tax paid to the state. In 1983, for every 100 yuan of 
profit and tax received by the state, 3 yuan came from the Daqing Oil Field. 
Today, Daqing's per diem oil output is 20,000 tons more than China's total 
oil output in 1949. The daily crude shipment from Daqing to other parts 

of the country is 14 10,000-tor tanker-loads. Since oil gushed from its 
firré well in 1959, Daqing has produced a total of 712 million tons of crude, 
accounting for more than half the country's total crude output in that 
period. During this period, Daqing delivered a total of 64.3 billion yuan 
of revenue to the state, 19.1 times the state investment in the construc- 
tion of the oil field. [By Chen Jianyou] [Text] [0W170435 Beijing XINHUA 
Domestic Service in Chinese 0114 GMT 13 Sep 84] 


SHANDONG POST, TELECOMMUNICATIONS--Shandong Province has greatly developed 
postal and telecommunications undertakings over the past 35 years. The 
total length of the province's post delivery reaches 235,000 km now. A 
total of 98 percent of the province's townships and towns have had tele- 
phones installed. Compared with the early postliberation period, the 
volume of postal and telecommunications businesses have increased by 30 
times, long-distance circuits by some 29 times, and the capacity of inner- 
city telephone switchboard by nearly 10 times. In the 5 vears from 1979 to 
1983, the capacity of inner-city automatic telephone switchboard increased 
by more than 50,000 lines and the long-distance telephone Lins by 5/70. 





Long-distance direct dialing service opened between Jinan and 26 capital 
cities and municipalities of the country and between Jinan and Qingdao, 

Weifang, Jining, and Taian cities in the province. [Summary] [SK211445 

Jinan Shandong Provincial Service in Mandarin 2300 GMT 13 Sep 84] 


HEILONGJIANG POST-COMMUNICATIONS SERVICE--At present, some 88.5 percent of 
Heilongjiang Province's towns and townships have postal and telecompunica- 
tions offices. In the past 35 years, the total distance of postal and 
communications services reached 160,000 km, an increase of 16.2 times over 
the early period of new China. Telephone switchboard capacity in tne urban 
areas increased 9 times and long-distance telephone lines increased 12 
times. At present, about 90 percent of city telephones are automatic. 
[Summary] [Harbin Heilongjiang Provincial Service in Mandarin 1000 GMT 

9 Sep 84 SK] Since the founding of the PRC, the postal and telecommunica- 
tions service has greatly developed in Heilongjiang Province. So far, 88.5 
percent of towns and townships have installed post and telecommunicaticns 
offices or stations; almost all villages have been covered by the postal 
network; 96.6 percent of towns and townships have installed telephone 
switchboards; and 98.7 percent of towns and tcmships, /6 percent of 
administrative villages, and 43.8 percent of ordinary villages have been 
linked with the telephone network. At present, our province has 1,500 post 
and telecommunications offices and stations, a 150-percent increase over the 
period right after the founding of the PRC; the number of local telephone 
exchange lines has reached 129,000, a 9-fold increase; the circuit for long- 
distance calls has increased capacity by 12 times; and the number of tele- 
phone switchboard lines has reached 70,000. In the long-distance communi- 
cation network and the rural telephone network, the province has begun to 
use the microwave communication technology. Now over 90 percent of local 
calls are dialed automatically. In telegram communication, teletypewriters 
have been adopted generally. [Summary] [Harbin Heilongjiang Provincial 
Service in Mandarin 2200 GMT 18 Sep 84 SK} 


LIAONING'S FIRST QUARTER INDUSTRIAL PRODUCTION--Provincial Industry and 
communications have achieved twin first quarter windfalls: compared with 
the same period last year the gross output value has risen 13 percent and 
profits turned over to the state are up 29.2 percent, setting an all-time 
recorc, Breaking down these figures, light industry's gross putput value 
rose 16.2 percent and that of heavy industry increased 11.3 percent. Of 

80 major product outputs, 46 have met projected schedules and 61 have 
increased over the same period last year. In energy resources, raw coal 
has increased 4,3 percent over the same period last year, crude oil has 
increased 23.4 percent, natural gas has increased 6.3 percent and generated 
electricity has increased 6.9 percent. In communications and transport 

the volume of goods transported has increased 3.9 percent and the harbor 
cargo capacity has increased 6.5 percent over the same period last vear. 
[Article b jiang Zhiti [1203 1807 1879] [Text] [Shenvane LIAONING RIBAO 
in Chinese 6 Apr 84 p 1] 12510 
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CONSTRUCTION 


BRIEFS 


TIANJIN RESIDENTIAL CONSTRUCTION--In the 5 years after the 3d Plenary 
Session of the 11th CPC Central Committee, Tianjin has built more than 
14.85 million square meters of residential houses, 4.3 million square 
meters more than the total built in 30 years following the PRC's founding. 
In addition, Tianjin built 4 million square meters of residential houses 
in 1979 and 1980, and built 3 million square meters each year from 1981 to 
1983. [Summary] [Tianjin TIANJIN RIBAO in Chinese 17 Aug 84 p 2 SK] 


XINJIANG KEY PROJECTS--Since the beginning of the year Xinjiang region has 
speeded up building a number of key projects, including electric power, 
woolen textile, and building material projects. Preparations for building 
the (Tuohan) hyd:oelectric power station on the Kashi He, which is a key 
project in the region, are being stepped up. After the completion of this 
hydroelectric power station, whose installed capacity will be 50,000 kilo- 
watts, it will provide a large amount of electric power to exploit and 
build the river valleys in Ili Kazak Autonomous Prefecture. The third 
phase of the expansion of the Ili thermal power plant has also begun. 

The Lli Woolen Textile Mill has invested some 16 million yuan to carry out 
technological reform, to increase equipment, and to expand factory premises. 
The expansion of the Ili Kazak Autonomous Prefecture Cement Plant has also 
been stepped up and the capacity of the plant is expected to reach 44,000 
tons, some 100 percent more than in the past. The [li Iron and Steel Plant 
resumed production in September last year. The iron and steel plant 
imported new production techniques from the Beijing Iron and Steel Flant 
this year and can produce some 2,000 tons of iron tubes a year. [Summary] 
[Urumgi Xinjiang Regional Service in Mandarin 1300 GMT 27 Aug 84 HK] 


N2I MONGGOL CAPITAL CONSTRUCTION--Nei Monggol Region has developed large- 
scale capital construction in a planned manner since the founding of the 
PRC. By 1983, the region possessed 12.1 billion yuan of industrial fixed 
assets, built, expanded or renovated more than 7,200 plants and mines, and 
increased its industrial production capacity by more than 100 times as com- 
pared with the early postliberation period. In the field of water conser- 
vation for agriculture, the region has built 456 large reservoirs, 1,922 
pumping stations, and a great number of pump wells and small reservoirs. 
The region's effective irrigated areas have reached 15.3 million mu. In 
the field of transportation, the region has increased its total mileage of 
road to more than 37,000 km, 14.6 times greater than in 1949, and its total 
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rail mileage to more than 4,300 km, nearly twice that of 1949. The region 
has also built 26.75 million square meters of residential houses. [Summary] 
[Hohhot Nei Monggol Regional Service in Mandarin 2300 GMT 9 Sep 84 SK] 


NEI MONGGOL URBAN HOUSING--Over the past 35 years, since the founding of the 
PRC, Nei Monggol Region has made great progress in urban housing construc- 
tion. People's living conditions have been improved. Over the past 35 
years, the state invested 2,566 million yuan in building new houses in our 
region. Newly built houses cover 26.75 million square meters of land. 
[Summary] [Hohhot Nei Monggol Regional Service in Mandarin 1100 GMT 

18 Sep 84 SK] 
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LABOR AND WAGES 


CHINA WORKERS' MOVEMENT INSTITUTE ESTABLISHED 
Inaugural Meeting 
HK170802 Beijing GONGREN RIBAO in Chinese 6 Sep 84 p 1 


[Report by Wang Lu [3769 6424]: "China Workers’ Movement Institute Is Set 
Up in Beijing"] 


[Text] The China Workers’ Movement Institute was set up in Beijing on 

5 September. Comrade Chen Yun, a veteran outstanding leader of China's 
labor movement, wrote the name for the institute. The China Workers’ 
Movement Institute is the first school which specially cultivates the 
reserve force of high- and middle-grade trade union cadres and trains 
senior leaders for the labor movement. The establishment of the institute 
symbolizes that the training work of our country's trade union cadres will 
be carried out ir a regular and professional way. Today 1,000 students 
and teachers of the institute assembled to celebrate the occasion. 


The China Workers’ Movement Institute is established on the basis of the 
cadre school of the All-China Federation of Trade Unions. The cadre school 
was set up in September 1949. Over the past 35 years it has trained more 
than 14,000 leading cadres and professional cadres for trade unions at 
various levels in our country. Since the 3d Plen ry Session of the llth 
CPC Central Committee and with the rapid development of our cause of the 
four modernizations, a new situation of flourishing trade union work has 
appeared in our country. In order to train a large number of trade union 
cadres who are better educated with scientific and cultural knowledge, 
political theory and professional knowledge of trade union work, and to 
further create a new situation in trade union work, the All-China Federation 
of Trade Unions, in line with the instructions by the central authorities 
on carrying out cadre education in a regular way, in February this year 
decided to rebuild ics cadre school into the China Workers’ Movement Insti- 
tute with the approval of the departments concerned. 


The institute gives a 3-year in-service training for cadres selected from 
trade unions at various levels, who are trained as high- and middle-grade 
leaders and professional cadres for trade unions to work for socialist 
modernization. When graduating from the school, these trainees should 
have systematic knowledge of basic theory of Marxism-Leninism-Mao Zedong 
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Thought, the ability of analyzing and solving concrete problems, knowledge 
of economic management, knowledge of science and culture, and knowledge of 
judicial affairs which leading cadres of trade unions ought to have, as 
well as the basic theory and professional knowledge of the labor movement. 
Besides regular education, the institute will also run different types of 
short-term courses for advanced studies for leading cadres of trade unions 
and courses for training teachers for cadre schools of trade unions at 
various levels. 


At the inaugural meeting, Ni Zhifu, chairman of the All-China Federation of 
Trade Unions, made a speech to all teacheis and students. He said: The 
establishment of the China Workers’ Movement Institute is quite an event 
for China's labor movement and for the education of trade union cadres, 
which concretely embodies the concern shown by the party Central Committee 
for the development of China's labor movement and the growth of the ranks 
of trade union cadres. It is hoped that teachers and students of the insti- 
tute will make unceasing efforts to sum up experiences in running the 
school in the spirit of reform and innovation and blaze a new trail espe- 
cially for carrying on the regular education of our trade union cadres. 

In his speech, Ni Zhifu particularly emphasized the study of theory related 
to trade unions and hoped that teachers and students of the school would 
make concerted efforts to build the China Workers’ Movement Institute into 
a veritable education center for the country's trade union cadres, a school 
of higher learning, and a research base for theory of the labor movement. 


Also present at the inaugural meeting were other leaders of the All-China 
Federation of Trade Unions. 


GONGREN RIBAO Editorial 
HK170803 Beijing GONGREN RIBAO in Chinese 6 Sep 84 p 1 


[Editorial: "Quicken the Pace of Regularizing Education of Trade Union 
Cadres--Congratulations on Renaming Cadre School of the All-China Federation 
of Trade Unions as China Workers’ Movement LInstitute"] 


[Text] At a time when our country is making new advances in the four mod- 
ernizations and in economic reform, the cadre school of the All-China 
Federation of Trade Unions has been renamed the China Workers’ Movement 
Institute, and Comrade Chen Yun, a veteran outstanding leader of China's 
labor movement, wrote the name for the institute. This is quite an event 
in the field of building our trade unions, which is worth congratulations. 


Since the 3d Plenary Session of the llth CPC Central Committee, China has 
entered the historical period of creating a new situation in all fields of 
socialist modernization, and the labor movement in our country has also 
stepped into a new stage. In order to keep in step with the great historical 
change, the cadre school of the All-China Federation of Trade Unions has 
restored short-term dining courses as well as regular dining for cadres, 

and it has achieved encouraging results in the development and reform of 
the school system. Now, the school has been rebuilt into the China Workers' 
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Movement Institute. This will play a great role in quickening the pace of 
regularizing education for trade union cadres. It is loped that taking the 
12th CPC National Congress spirit as a guide and sticking to the new objec- 
tives set by the 10th Trade Union National Congress for our labor movement, 
all teaching and administrative staff of the China Workers' Movement Insti- 
tute will run the school in a regular way by not only abiding by the uni- 
versal law of higher education but also characterizing features of education 
for trade union cadres. And it is hoped that they will work hard on the 
study of the theory and history of the labor movement, adhere to the prin- 
ciple of integrating theory with practice, make unceasing efforts to sum up 
experiences, and exert themselves in reform and innovation so as to build 
the institute into an education center of trade union cadres and a theoreti- 
cal research base for the labor movenent. 


It is our hope that trade union organizations at various levels will also 
strengthen cadre training by keeping in mind the urgency and importance of 
regularizing education for trade union cadres and adopt strong and feasible 
measures to run well trade union cadre schools at all levels so that a com- 
plete system of education for trade union cadres will take shape step by 
step. In order to train more qualified persons in a shorter period of time 
and to meet the needs of trade union work, trade union cadre schools should 
carry out training through different channels and in varied forms. In addi- 
tion to trade unions at various levels running training schools, they should 
also work hard to win support of all circles in society or send cadres to 
other schools such as schools offering courses through correspondence, 
schools offering courses by radio and television, and sparetime colleges 
for staff and workers so that our trade union cadres will be able to have 
much schooling. Trade unions should encourage their cadres to have self- 
study and effectually help them overcome difficulties in self-study. As 
for cadres who lack experience in practical work, trade unions should send 
them to grassroots units, group after group, at different times aid in a 
planned way so that they will be able to know well workers, factories, pro- 
duction operation and mass work, and to abso~b nourishment and to enhance 
ability from the lively and rich practice of the masses. Trade unions 
should help cadres catch up with the general situation in the party and 
country, broaden their horizons and ways of chinking and have a wide range 
of knowledge. As regards the problem of training cadres, we must be far- 
sighted and make due investment in the development of intellectual 
resources. The education of trade union cadres must be ensured with the 
help of leading cadres and the departments concerned. 


The advances in the four modernizations, the deepgoing implementation of 
reforms on all fronts, and the development of the labor movement have 
brought to us the historical task of intensifying the training of trade 
union cadres and regularizing education for trade union cadres step by 
step. We must work hard and make our due contributions to the task. 
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LABOR AND WAGES 


EMPLOYMENT IN URBAN AREAS IN PAST 35 YEARS OUTLINED 
OW171131 Beijing XINHUA Domestic Service in Chinese 0116 GMT 14 Sep 84 
[Article by Chen Naijin] 


[Text] Beijing, 14 Sep (XINHUA)--The once serious social problem of 
unemployment in China's cities and towns has been alleviated over the past 
several years. 


According to statistics of the Ministry of Labor and Personnel, the number 
of people awaiting jobs in cities and towns throughout the country dropped 
from 6.36 million in 1979 to 2.71 million in 1983. A number of cities and 
towns even managed to basically provide employment for the newly created 
labor force in 1983. 


From the establishment of new China to the First 5-Year Plan period, the 
people's government not only solved the problem of unemployment for 

4 million people left over from the old China, but also provided employment 
for the newly created labor force of over 10 miilion. During the period 
after 1958, particularly during the 10 chaotic years when "leftist" influ- 
ences ran rampant and serious mistakes occurred in work, a large part of 
the newly createi labor force in cities and towns was not properly placed. 
Since the convocation of the 3d Plenary Session of the llth CPC Central 
Committee, "leftist" mistakes have been corrected, the structure of owner- 
ship and production setup readjusted, and the economy enlivened. At the 
same time, the policy of job arrangements by labor departments and of self- 
employment was adopted. During the 5 years from 1979 to 1983, cities and 
towns throughout the country arranged employment for a total of 34.16 
million people, or one-third of the total placed in cities and towns over 
the past 35 years since the founding of new China. 


Presently, the collective and the individual economies have become 
important channels for providing employment for youths in cities and towns. 
In 1983, 58 percent of the people awaiting jobs joined collective enter- 
prises to do individual labor. Last year, the number of workers and staff 
members in urban collective units reached 27.44 million, an increase of 

7 million over 1978. The number of individual laborers in cities and towns 
reached 2.31 million, a 14-fold increase over 1978. People now no longer 
have the traditional idea that everyone must go to work in state-run units 
or enterprises. 
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During the past few years, following the readjustment cf the production 
setup, the number of people employed in commerce, catering services, 
service trades, and consumer goods production rapidly increased. Since 
1979, two-thirds of the new workers and staff members of industrial 
departments have been allocated to the light and textile industrial 
departments. The total number of people employed by ccmmerce, catering 
services, and service trades in cities and towns throughout the country 
has reached 18.06 million, up 51.8 percent over 1978. Of the new indi- 
vidual laborers in cities and towns, over 80 percent engage in commerce, 
catering services, and service trades. 


In recent years, the newly developed labor service companies throughout the 
country have provided employment for many people awaiting jobs by running 
collective economic enterprises, and by orgauizing, training, transporting, 
and readjusting the social labor force. As of the end of 1983, China had 

a total of 23,988 labor service companies which trained and placed a total 
of 5.7 million people awaiting jobs. 
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LABOR AND WAGES 


BRIEFS 


JIANGSU RURAL INCOME--According to a report by the Jiangsu Provincial 
Statistical Bureau, an investigation of 4,200 peasant households in Jiangsu 
shows that the average per capita cash income in Jiangsu's rural areas 
during the first half of this year rose to 143 yuan, up 20 yuan, or 17.3 
percent from the same period last year. The rise in the peasants’ cash 
income is attributed to the increase in the sale of agricultural and side- 
line produce to the state. ([Summary} [0W140755 Nanjing Jiangsu Provincial 
Service in Mandarin 2300 GMT 30 Aug 84] 


NATIONAL ECONOMIC WORKERS’ SYMPOSIUM--The first national symposium of 
middle-aged and young economic workers successfully concluded in Zhejiang's 
Deqing County this afternoon. Over 120 economic workers from various parts 
of the nation carried out serious discussions on major theoretical and 
practical issues concerning China's economic construction. Discussions 
were focused on matters related to the current urban structural reforms. 
They included reforms of the price and financial systems, the question of 
requiring industrial enterprises to be responsible for their own profit 

or loss, multiple functions of key cities, opening up to foreign countries, 
coordination between rural and urban reforms and the government's economic 
functions. The discussions were tense, yet at the same time warm and 
lively. [Text] [0W140835 Beijing Domestic Service in Mandarin 1200 GMT 

10 Sep 84] 


TIANJIN URBAN EMPLOYMENT--From 1979 to the end of 1983, some 667,000 people 
in urban areas of Tianjin were given jobs, accounting for 95 percent of the 
total job-seekers in Tianjin. In the past 5 years, among the people 
employed in urban areas, 280,000 people were employed by state-run depart- 
ments, and 300,000 people were employed by collective enterprises subordi- 
nate to districts, counties, and bureaus, by the newly run collective 
economic departments and by individual trades. [Summary] [Tianjin City 
Service in Mandarin 1430 GMT 15 Sep 84 SK] 
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TRANSPORTATION 


VICE MINISTER DISCUSSES RAILROAD CONSTRUCTION 
Beijing JINGJI RIBAO in Chinese 6 Apr 847 2? 


[Article by Li Xuan [2621 6513] vice minister of the Ministry of Railways, 
with JINGJI RIBAO reporter: "A Few Issues Concerning Acceleration of 
Railway Construction" ] 


[Text] Communications and transportation are the foundations of the 
national economy, and railways are China's communications and transportation 
strength. The railways bear more than 70 percent of the freight turnover 
and more than 60 percent of the passenger turnover that currently exist 
nationwide. Although there has been much railway construction since the 
founding of our People's Republic, nevertheless the expansion of railway 
construction still is not in step with national economic growth nor with 

the needs of the people. It is difficult for passengers to buy tickets 

the passenger trains are seriously overstaffed, delays or restrictions occur 
ix, loading goods and materials and coal production is decided on the basis 
of the availability of transport. Thus railway transport has become a 

major factor in current restrictions on national economic growth. If we are 
to resolve the contradiction that exists because railway transport is not 

in step with the demands of national economic growth, we must make great 
efforts to carry out reforms, adopt advanced technology and completely tap 
the latent power of existing railways. We must continue to make adjustments 
and as quickly as possible resolve the internal imbalances that exist in 

the railways. We must accelerate the pace of construction of new lines and 
as early as possible establish railway networks on a certain scale and 
extending in all directions. At this point, with regard to the question os 
accelerating railway development, we will discuss some individual viewpoints. 


The primary reasons why China's railways have become a factor in restrictions 
on national economic growth are that equipment is obsolete, management is 
backward and the quantities of materials are deficient. 


Since the First 5-year Plan the national gross industrial and agricultural 
output has increased eight-fold and the rail passenger and freight turnover 
has increased seven-fold. However, railway operating mileage has increased 
only 1.3 times, locomotives have increased only 2.7 times and freight 

cars have increased 6-fold. The speed of railway and equipment increases 
is far behind that of the growth in industry,agriculture and passenger and 
freight turnover. 
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China's existing railway equipment is still primarily of pre-1950's 
vintage and mangement is basically of a 1950's type. Operational railway 
mileage is only something over 50,000 km. For every 10,000 square km of 
Chinese territory there is an average of only 52 km of railroad and for 
every 10,000 persons there is an average of only approximately 1/2 km of 
railroad. Not only is this a huge disparity when compared with developed 
countrics, but it cannot even compare with many third-world countries. 


China's population and its processing industries are for the most part 
situated on the eastern coast, whereas the majority of natural resources 
are located primarily in the western region. In expanding the railroads 
we must simultaneously consider suitability to current needs and to future 
long-range prospects. The state departments concerned with the work 
should organize and formulate a unified and relatively steady railway 
route expansion plan. Only in this way can we have sufficient time and 
conditions to do a good job in the early stages of railway construction and 
open things up to planned construction. Based on the lessons of previous 
experience, we must handle railroad matters well, study conscientiously 
special railroad characteristics and adopt the correct policy. This is 
made up of the rollowing points: 





1. We must accelerate the pace of railroad reforms and adjustments. 

Since the 1960's many countries have conducted a series of reforms, blazing 
new trails in transport organization. They have adopted transport methods 
using double-loaded trains and unit trains, with extremely outstanding 
results. BAsically, China's transport organization workis still in the 
outmoded style of the 1950's. The weakest link within the railroads is in 
the railroad industry. It is urgent that we accelerate the progress of 
reforms and adjustments in the railroad industry and as quickly as possible 
get on the road to self-reliance. 


2. In constructing new rail lines we must choose a reasonable technological 
standard and adopt steps for stage-by-stage investment and progressive 
reinforcement. At the beginning of the 1960's the Ministry of Railroads 

put forward the principle of "strong trunk and weak offshoots, solid stem 
and simple branches" based on its summarization of the railroad construction 
experiences of the 1950's. The essence of this is that railroad construction 
standards should be differentiated for different situations so that 

standards that should be high are high and those that may be low are low. 
Primary trunk lines or heavily trafficked railroads must have high 

standards and large capacities, whereas the standards of secondary railways 
may be suitably cut. A project's principal parts must last for generations 
and must be secure, whereas the project auxiliaries must be taken from 

the simple to the complex and from low to high standards and be 

progressively strengthened, according to the circumstances in the transport 
business. This principle is in keeping with China's actual situation, 

but for a long time now we have not been taking it as seriously as we should. 
We more often than not emphasize uniformity of standards and inappropriately 
raise mountain railroad standards. The mountain and hill country makes 

up 66 percent of China's total area. Looking at this from an engineering 
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point of view the most economical mountain railroad gradient is 1.5 to 2 
percent and the most economical curve radius is 200 to 250 meters. On 
that bais, for every 1 percent lowering of the line's gradient limit the 
project's expenses will increase by 4 to 6 percent, and for every increase 
of 100 meters over the smallest curve radius the project's expenses will 
increase---l1GU percent. However, at present we consider a 0.6 percent 
gradient (or 1.2 percent for double locomotives) as practically the final 
set pattern for mountain railroads, and we make 400 meters the minimum 
curve radius. As a result we have caused the standards for some lightly 
trafficked mountain railroads to be raised too high and have invested far 
too much money. In the history of railroad construction the majority of 
countries have chosen different gradients and minimum curve radii for 
different lines based on topographical conditions and transport. volumes. 
Currently there are approximately 23) cases worldwide of railroads with 
gradient limits of more than 3 percent, and, among these, 30 are major 
trunk lines. Owing to their adoption of powerful locomotives, multiple 
locomotives and other measures, these railroads are still capable of 
sustaining quite high transport capacities. In the 1950's, when China 

was constructing her precious railroads, owing to the increase of the gradient 
limit from 2 percent to 3 percent and the reduction of the minimum curve 
radius to 300 meters, the proportion of bridges and tunnels was reduced, 
expenses were cut down and project times were shortened. Later, in the 
wake of increases in transport volumes we switched to the use of electric 
locomotives, and current transport capacities are still sufficient for our 
needs. For these reasons we should as far as possible adopt stage-by-stage 
investment and progressive augmentation of transport capacities in our 
railroad construction, making rational use of construction funds. 


3. We must walk on two legs [balance the relations between enterprises 

run by the central government and those run by local authorities] and make 
a great effort to foster and develop local railroads. Local railroads 

have many merits: they are capable of meeting regional short- and mid- 
distance transport needs and are beneficial to the development of local 
industrial and agricultural production. They are locally built and 

managed and can bring local initiative into full play. Measures can be 
adapted to suit local conditions, different technological standards may 

be adopted, rails and line equipment that are displaced by the renewal and 
overhaul of state railroads can be put to good use, project construction 
costs are vasily lower than those of state railroads, the project items 

are short and there are quick profits. Furthermore, they bring into play 

a certain role in accelerating the expansion of the nationwide railway 
network and improving railroad distribution. Consequently, we should bring 
the construction of local railroads into the state plan and grant them 
state support. Aside from local lines for private use, all local railroads 
that are linked with trunk lines and connector lines in the railroad network 
plan must carry out construction on their principal portions according to 
technological standards in the plan. They should be given a certain state 
subsidy so that local railroad construction will be coordinated with the 
state railway network development plan. 
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4. We must construct some narrow-gauge railways to suit local conditions. 
Narrow-gauge railways have the advantages that they require little 
investment and are quickly constructed. In many countries around the 
world railroads exist in several gauges simultaneously. Consequently, I 
believe it is essential for us to construct a few narrow-gauge railroads 
in China's southwest and northwest border districts and thereby accelerate 
economic development in those regions. With regard to narrow-gauge 
railroads, there are in general two things to worry about. One of these 
is that the transport capacity of narrow-gauge railways would be low. 
Actually, however, at present the transport capacity of narrow-gauge 
railways in some countries is not so low; sume of them have transport 
capacities larger than those of our standard gauge railways. The key to 
this is the method of transport organization that is adopted. The second 
worry is that on narrow-gauge railways transshipment is more troublesome 
than it is on standard-gauge railways--and this is a fact. However, what 
we need most at present is more railroads and China does not have that 
much money to build them. I believe that it is worth a little more trouble 
in order to bring about even greater economic results in our national 
economic development, particularly if we construct narrow-gauge railways 
only in border regions where railroads are urgently needed and transshipment 
stations can be cut down as far as possible. 


In short, we should consider both the nation's actual state of affairs, 
and also the need for rapid development that would be beneficial to the 
national economy. That would be the practical and realistic attitude. 


12510 
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TRANSPORTAT LON 


RENMIN RIBAO ON AVIATION INDUSTRY DEVELOPMENT 
HK101047 Beijing RENMIN RIBAO in Chinese 5 Sep 84 p 1 


("Facts and Figures" column: “The Aviation Industry Soars"--this article is 
compiled on the basis of the forum of aviation circles held in the country's 
capital on 3 September] 


[Text] Through 35 years of hard struggle, China's aviation industry has 
significantly taken shape, thus initially forming an industrial system 
with fairly complete departments. The number of people engaged in this 
industry amount to 200,000, of which 49,000 are scientific and technologi- 
cal personnel. The industry is equipped with 40,000 machine tools, cover- 
ing 4 million square meters of factory building floor space. China has 
now produced about 10,000 aircraft, including interceptor fighters, attack 
airplanes, reconnaissance airplanes, training aircraft, helicopters, heavy 
bombers, remote control aircraft, ultralight aircraft, passenger/carg- 
planes, and multipurpose aircraft. 


Over the last 35 years, the People's Air Ferce has experienced lots of 
battles and made outstanding military feats, including downing or damaging 
more than 3,/00 enemy planes, thus effectively defending the territorial 
airspace of the motherland and the people's safety as well as socialist 
construction. 


By the end of 1983, China already had 203 domestic and international air 
routes totaling more than 370,000 kilometers and transporting 3.91 million 
passengers. Its total volume of air transport amounted to 605 million tons 
per kilometer. Compared with 1950, there has been an increase of 191 new 
air routes and a 3,900 percent increase in the volume of passenger trans- 
port by air. Now China has formed an aviation network composed of more 
than 170 air routes with Beijing at the center. With the exception of 
Taiwan Province, there are air transport services, whether direct or 
connecting scheduled flights, between the capital of the country and the 
capitals of various provinces and autonomous regions or their main cicies. 
The aviation industry has been developed to such an extent that people can 
fly from the capital of the country to provincial or regional capitals 
within a day. The number of China's international airlines has grown to 
23, extending to 23 cities in 19 countries in Asia, Africa, Europe, North 
America, and Oceania. 
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In specialized aviation industries, China already has the ability to 
dispatch aircraft by the hundreds to carry out numerous aerial activities 
ranging from photography and prospecting to sea services and agricultural 
sowing. In aviation education, an educational system has been set up 
including uaiversities, aviation schools, and secondary vocational and 
technical schools in order to train various aviation professionals. Air 
sports have developed rapidly. In the last few years China has attained 
outstanding results in major international tournaments, thus winning glory 
for the state. 


CSO: 4006/780 
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TRANSPORTATION 


BRIEFS 


XIZANG HIGHWAY BRIDGES COMPLETED--The construction of the two longest bridges 
on the Qinghai-Xizang highway were completed in early July this year. The 
two bridges were designed by the No 1 Highway Surveying and Designing Insti- 
tute under the Ministry of Communications, and were constructed by an army 
unit under the capital construction engineering corps. The bridge on 
(Chishui) has a span of 85.5 meters, and the one on the (Yamaerhe) is 70.1 
meters. The two projects started in mid-April last year. The completion 

of the two bridges has further improved the transport condition of the 
Qinghai~Xizang highway, and has shortened the old route by more than 

1 kilometer. [Summary] [HK100640 Lhasa Xizang Regional Service in 

Mandarin 1130 GMT 31 Aug 84] 


JILIN HIGHWAY-BUS TRANSPORT--Over the 35 years since the PRC's founding, 
Jilin Province has achieved rapid development in passenger transport via 
highway. As of the end of 1983, the route-mileage of highway passenger 
transport was more than 24,000 kilometers and the annual passenger transport 
capacity reached 67 million persons. The annual per capita bus-travel 
increased 4.4 times. [Excerpts] [Changchun Jilin Provincial Service in 
Mandarin 2200 GMT 9 Sep 84 SK] 


NEL MONGGOL TRANSPORT DEVELOPMENT--All banners and counties and 95 percent 
of towns and townships in Nei Monggol Region have bus service. As of the 
end of 1983, 36,727 km of road were in service, an increase of 20 times over 
1949. One hundred banners and counties of 12 league cities and banner- 

and county-level towns and townships have bus service. At present, the 
region has 63,761 buses for civilian use. Over 5,000 of these buses belong 
to individual households and integrated households. [Summary] [Hohhot Nei 
Monggol Regional Service in Mandarin 1100 GMT 18 Sep 84 SK] 


CSU: 4006/776 
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PUBLICATIONS 


BRIEFS 


SHANGHAI ECONOMIC PAPER--Shanghai JINGJI XINXI PAO [Shanghai ECONOMIC 
INFORMATION NEWS] will be formally published on 6 October. This weekiy, 
published every Saturday, will provide authoritative economic information 
by establishing ties with economic information departments inside and 
outside the country. [Summary] [0W170201 Shanghai City Service in 
Mandarin 2300 GMT 28 Aug 84] 


CSO: 4006/780 
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HONG KONG MEDIA ON CHINA 


NEI MONGGOL CHAIRMAN INTERVIEWED ON ECONOMIC PROGRESS 
HK100315 Hong Kong WEN WEI PO in Chinese 9 Sep 84 p 8 


[Article by reporter Lin Kuo-hua: "Import Foreign Investment To Develop 
Nei Monggol--Interview With Nei Monggol Autonomous Regional Government 
Chairman Bu He"] 


[Text] "Some people know very little about Nei Monggol. In fact, Huhhot is 
just 600 km away from Beijing and one can get there by train from Beijing in 
13 hours," said Bu He, chairman of the Nei Monggol Autonomous Regional 
Government, to this reporter. After paying a friendly visit to Nebraska 
with the Nei Monggol Autonomous Regional People's Government deleg>t‘on led 
by him, Chairman Bu He is staying in Hong Kong for a short while. 


Nei Monggol has a vast territory and rich natural resources, said Chairman 

Bu He. There are rich pastures, fertile land, many wild animals, wild 
plants, and rich mineral resources. In Nei Monggol coal can be found 
everywhere. Huolinhe, Yiminhe, and Zhungeer are its three well-known open- 
cut coal mines. A very large part of the country's nonferrous metal reserves 
is found in Nei Monggol. Nei Monggol has its own industrial basis. For 
example, its metallurgical industry, represented by the Baotou Iron and 

Steel Plant, its textile industry, and its food processing industry are 

quite well known within the country. 


Although Nei Monggol is situated along China's northern border, said Chair- 
man Bu He, it maintains close trade relations with foreign countries and its 
annual total volume of foreign trade is as much as $200 million. Under the 
guidance of the principle of opening the country to the world and 
revitalizing the domestic economy, the autonomous regional government is 
speeding up the technical transformation of its enterprises and introducing 
foreign capital in order to exploit the natural resources in Nei Monggol. 


Speaking on the measures for revitalizing the economy, Chairman Bu He 
stressed the need to offer favorable terms to those foreign businessmen who 
invest in Nei Monggol. The policies governing land utilization rights and 
taxation will be made even less restrictive than in the coastal areas. 
Those enterprises which cannot achieve economic and other results in a 
short time can enjoy tax reductions or exemptions for quite a long time. 
Overseas Chinese, Hong Kong and Macao compatriots, and Taiwan compatriots 
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will be offered terms even more favorable than those offered to foreigners. 
These specific measures have been submitted to the State Council for 
approval and it is expected that they will be made known to the public 

in early October. 


There are not many trunk communication lines in Nei Monggol. At present, 
under planning is the construction of a northern railroad linking Huhhot, 
Tongliao city, and Qinhuangdao. In this way goods can be exported by land 
and by sea. The autonomous region has more than 100,000 technical person- 
nel. However, the contingents of technical workers have yet to be expanded. 
This August, the autonomous government announced the first 70 or more pro- 
jects on cooperation with foreigners and the introduction of foreign capital 
and new technologies for the technical transformation in the electronics 
industry, mining, textile industry, iron and steel industry, food processing 
industry, and hide tanning industry. The second group of projects, which 
deal with the exploitation of natural resources, will be made known to the 
public soon. 


During its visit to the United States, the delegation headed by Bu He made 
friendly contacts with Nebraska state government organs and carried out 
cultural exchanges with them. In addition, it signed an agreement with a 
Nebraska beef cattle export company. The agreement says that the signa- 
tories will jointly run a cattle farm with an area of 100,000 mu in the 
vicinity of Tongliao city. The breeding of fine strains, feeding, 
slaughtering, packing, and export will be carried out on that farm. A 
total of $100 million will be invested in the project, and the design of 
the farm is being developed. Perhaps in the near future, said Chairman 
Bu He laughingly, steak from Nei Monggol will be served in restaurants in 
Beijing and the Arab countries. 


CSO: 4006/776 END 
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